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THE CASE FOR ANOTHER HAGUE 
CONFERENCE 

HE Committee on Foreign Affairs of 

the House of Representatives has 
made public an important document of 
one hundred twenty-three pages. This 
brochure, issued by the Government Print- 
ing Office, contains the hearings before the 
Committee on Foreign Affairs, May 3, 4, 
5, 21, and 22, on House Joint Resolution 
221, a joint resolution requesting the 
President to propose a calling of a Third 
Hague Conference for the Codification of 
International Law. This report will be of 
greatest interest to every sincere worker 
for international peace. It is the case for 
the calling of a Third Conference, set 
forth with a completeness ‘to be found no- 
where else. Requests for this document 
may be sent to Hon. Stephen G. Porter, 
chairman of Committee on Foreign Af- 
fairs, the Capitol, Washington, D. C. 

The resolution, introduced by Repre- 
sentative Tinkham, of Massachusetts, re- 
quests the President to propose, on behalf 
of the Government of the United States, 
to the nations of the world the calling of 
a Third Hague Conference. Since there 
is a possibility that some other govern- 
ment may take the initiative, the resolu- 
tion requests the President to accept an 
invitation to participate on behalf of the 
United States in such a conference “upon 
the proposal of some other government 
Which had itself taken part in the Second 
Hague Conference.” The purpose of the 


resoiution, in either case, is to recommend 
to such conference the codification of in- 
ternational law for four purposes: First, 
to restate the established rules of interna- 
tional law ; second, to formulate and decree 
amendments and additions, if any, to the 
rules of international law shown to be 
necessary or useful; third, to endeavor to 
reconcile their divergent views and to se- 
cure general agreement upon the rules 
which have been in dispute heretofore ; 
fourth, to consider the subjects not now 
adequately regulated by international law, 
but to which the interest of international 
justice requires that rules of law shall be 
declared and accepted. 

In introducing his resolution, Mr. Tink- 
ham called attention to the fact that The 
Hague Conference of 1907 adopted a reso- 
lution recommending to the powers the as- 
sembly of a Third Peace Conference, which 
might be held within a period of seven 
years. He also called attention to the rec- 
ommendation by the Advisory Committee 
of Jurists, meeting at The Hague in 1920 
to prepare the plan for the Permanent 
Court of International Justice, “that a 
new conference of the nations in continu- 
ation of the first two conferences of The 
Hague be held as soon as practicable,” and, 
furthermore, to the recommendation of the 
Interparliamentary Union, meeting at 
Washington, October, 1925, looking to- 
ward “an international conference of na- 
tions called for the purpose of effecting the 
codification of international law.” 
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Congress not only has the right to pass 
such a resolution, it is its duty to do so 
before the President could be expected to 
act in the interest of such a conference, 
for under the General Deficiency Appro- 
priation Bill of 1913 the President was 
forbidden to extend or accept any invita- 
tion to participate in any international 
congress, conference, or like event without 
first having specific authority of law to 
do so. » 
The first witness to argue for the reso- 
lution was the Secretary of the American 
Peace Society, who argued for successive 
world conferences for the progressive codi- 
fication of international law. His state- 
ment covers some twenty-six pages of the 
report. He based his argument, not upon 
the need for more machinery for the set- 
tlement of international disputes, but upon 
the lack of international regulations 
clearly phrased, understood, and accepted. 
The world needs greater certainty as to 
what international law is. His second 
reason for favoring the resolution was 
that the codification of international law 
is consonant with the policies and aspira- 
tions of America. His third reason was 
based upon the achievements of the two 
previous Hague conferences, an argument 
supported by an address delivered before 
the University of the State of New York 
by James Brown Scott. The secretary 
concluded his argument with a statement 
of his belief that the resolution before the 
committee opens the way for the United 
States to play once more its legitimate 
part in the co-operation of nations. 

The argument was then carried on by 
Charles Henry Butler, Esq., technical ad- 
viser of the American delegation to the 
Second Hague Conference. Mr. Butler 
highly commended the work of the various 
commissions now engaged in the codifica- 
tion of international law. Since, how- 


ever, none of these commissions represents 
all of the nations, a conference called on 
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the acknowledged principles of The Hague 
conferences would, in his opinion, univer- 
sally acceptable, be more effective toward 
the upbuilding of international law. 

Dr. David Jayne Hill, formerly Assist- 
ant Secretary of State, Minister to Swit- 
zerland and to Holland, and plenipoten- 
tiary delegate to the Second Hague Con- 
ference, in a very able presentation dis- 
tinguished clearly between military and 
political problems on the one hand and 
juridical problems on the other. He was 
clearly of the opinion that the peace of the 
world lies in the direction of a higher ju- 
ridical behavior. If there is to be any 
general extension of the empire of law and 
the developments of all agencies for the 
administration of justice, there must be a 
free and unrestricted examination of the 
subject by all of the nations, “irrespective 
of the predominance of any particular 
powers or combination of powers.” 

Others who appeared in support of the 
resolution were: Prof. Edward A. Harri- 
man, of George Washington University; 
Leftens R. Wilfley, Esq., former attorney 
general of the Philippines; Maj. W. Penn 
Cresson, professor at Georgetown Univer- 
sity; S. O. Levinson, Esq., of Chicago; 
Edwin M. Borchard, professor of interna- 
tional law at Yale University; Rear Ad- 
miral William L. Rogers; Prof. William 
T. Hull, Swarthmore College. Letters 
were received from James Brown Scott, 
Chandler P. Anderson, and the Secretary 
of State. 

The importance of this resolution is 
that there can be no objection to it from 
any quarter. Russia, Brazil, Spain, Fas- 
cist Italy, our United States, Germany, 
the League of Nations, will find in the 
proposal none of the embarrassments in- 
herent in any plan to set up a government 
of men rather than a government of laws. 
If nations wish to go about certain prob- 
lems as at the Washington conference, at 
the reparation conferences in London and 
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Paris, at the conference at Locarno, at the 
sessions of the assembly in Geneva, there 
is nothing here to interfere. There is no 
challenge to national sovereignty and no 
question due to the inequality of States. 
It threatens no vested interest. It arouses 
no antagonisms such as face at the mo- 
ment the Council of the League of Na- 
tions. It opens the way for that governed 
world which is to be. 

As expressed from time to time in the 
ApvocaTE OF Peace, the League of Na- 
tions might well develop into a series of 
successive Hague conferences. The League 
is changing. It is necessary that it should 
change if it is to survive. It lacks a unan- 
imous appeal, not only in the United 
States, but in other major countries of the 
world. It has failed in many major is- 
sues. Had it been what it should be, 
problems incident to armaments and the 
Pacific would have necessitated no Wash- 
ington conference; there would have been 
no necessity for adjudicating reparations 
at London and Paris; worries over secur- 
ity would have required no special treaties 
of Locarno; there would have been no 
fiasco over the admission of Germany to 
the Council; certain evils of nationalism 
would not be as threatening today as cver ; 
European hates and divisions would have 
been lessened ; there would have been fewer 
worries over the domination of Europe at 
Geneva, with its council of one Asiatic, 
two Americans, and seven Europeans; we 
would not hear so much about opposition 
to European entanglements throughout 
the United States, South America, and 
Canada; it is doubtful if we should be con- 
fronted with a Russo-German treaty, mili- 
tary alliances including the “Little En- 
tente,” unstable frontiers in east Europe, 
and the fear of minorities keeping many 
a government awake nights; European 
stability would not still be resting on arms 
as of yore; all anxiety over the question 
whether peace be based upon group pre- 





dominance, a balance of power, a federa- 
tion, or due processes of law would have 
been far more nearly settled than now. 

Our delegates to the arms conference in 
Geneva have recently found it necessary 
to notify the delegates from other lands 
that our government cannot pass over to 
the control of any group of foreigners our 
policy as to arms. Neither would Great 
Britain do anything of that sort ; nor, for 
that matter, would France. There is no 
daylight at the end of such a course. 

But all governments, including our 
United States, are willing to send dele- 
gates to an international conference for 
the purpose of promoting international 
law according to the constitutional meth- 
ods peculiar to each government. Indeed, 
our Secretary of State, Hon. Frank B. 
Kellogg, under date of May 11, 1926, in- 
formed the chairman of the Committee on 
Foreign Affairs of the House of Represen- 
tatives that he had notified the legation of 
the Netherlands that the Government of 
the United States would give its heartiest 
approval of and co-operation in a Third 
Peace Conference to be called by the 
Netherlands Government at a convenient 
time for the sole purpose of promoting the 
codification of international law. He ap- 
pended but three conditions, namely, that 
all interested States should be free to par- 
ticipate ; that full account should be taken 
of the preliminary work of jurists in the 
field of international law, and that the 
conference should be called at such time 
as the projects have been suitably prepared 
and the preliminary work of the Pan 
American jurists is available for consider- 
ation. The Secretary has been informed 
that the Dutch Government approves of 
these conditions. 

The workers for the peaceable settle- 
ment of international disputes might well 
spend all their major efforts toward the 
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fullest realization of the purposes set 
forth in House Joint Resolution 221, 
herein all too briefly described. 


LAW AND THE PROBLEM OF 
ARMAMENTS 


OREIGN observers of the armaments 

of the world are neither surprised nor 
discouraged at the prospects of failure for 
the preparatory disarmament commission 
meeting in Geneva. As was shown at the 
Washington Conference in 1921-1922, any 
effective reduction of armaments involves 
not only the solution of many intricate 
scientific equations, but the readjustment 
of many highly complicated political for- 
mule. 

The presence of delegates from the 
United States has already proved embar- 
rassing to the work at Geneva. In the 
first place, American officials are none 
too popular just now in Europe. In the 
next place, while France was forced to ac- 
cept in Washington the réle of a second- 
rate power, this is not the case in Geneva. 
At Washington it was America’s proposal] 
that ship tonnage by classes be accepted 
as a measure of relative naval strength. 
When our delegates made a similar pro- 
posal at Geneva, it was defeated by France 
and Italy, who, with the aid particularly 
of representatives from the “Little En- 
tente,” held that tonnage by classes can be 
neither just nor equitable as a standard of 
measurement. It has already appeared in 
the Geneva conference that the small naval 
powers are determined to oppose every ef- 
fort of the great naval powers to hinder 
the little fellows from concentrating their 
naval strength as they may see fit. 

There are reasons for believing that the 
United States should have sent no dele- 
gates to this conference. Practically every 
proposition which they have made has been 


rejected. It does not appear that our ef- 


forts have aided in the least toward agree- 
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ment or compromise. If the conference 
fails, as in one sense it must, it is probable 
that our delegates will get the major part 
of the blame. 

There is no doubt of the difficulties fac- 
ing the conference. It is impossible ade- 
quately to define what is meant by arma- 
ments, be they of the land, the sea, or the 
air. It seems equally impossible ade- 
quately to determine what is meant by re- 
duction and limitation of armaments. No 
one seems capable, as yet, to offer a for- 
mula for measuring the armaments of one 
country against the armaments of another. 
It seems impossible to distinguish between 
offensive and defensive armaments. Popu- 
lation, geographical situation, coast lines, 
production, transportation, finance, com- 
merce, are all vital factors in the offensive 
or defensive strength of a nation. Pro- 
fessor Borchard, of Yale University, in the 
Yale Review for July, 1926, points out 
that it is “misleading and futile to discuss 
the question of armaments as dissociated 
from the political and economic conditions 
which prevail in the world.” Professor 
Borchard finds the whole problem further 
complicated by the very nature of the 
modern State, which, in its external rela- 
tions, is in its very essence “a militant 
agency,” governments being closely identi- 
fied with the competitive expansion of 
business. Of course, Professor Borchard 
is right. 

And yet, in our thinking, the conference 
at Geneva has rendered a great service, 
quite as every conference of scientists ren- 
ders an inevitable benefit to the conferees. 
Military experts around the world under- 
stand each other better because of this 
gathering in Geneva, if for no other reason 
than that the difficulties involved are the 
more clearly understood. Statesmen must 
see more clearly that the world’s system of 
competition, not only in armaments, but 
in trade, must be both modified and con- 
trolled both in the name of justice and 
































1926 EDITORIALS 457 


self-interest. It requires no profound 
knowledge of economic science to realize 
that international economic hostilities 
easily become both dangerous and un- 
economical. 

Thus, again, the whole matter of secur- 
ity and armaments comes back to the 
world’s outstanding need for an extension 
of the reign of law. Nations must more 
fully realize that their enlightened self- 
interest depends at least as much upon 
restraint as upon aggressive action. The 
most self-defeating behavior for a man or 
nation is to proceed as if there were no 
such thing as regulated, discriminate, and 
lawful behavior. 


THE BATTLE FOR THE FRANC 


HE resignation of the Briand - Cail- 

laux Government is the latest devel- 
opment in the tragic battle for the franc 
that has been going on for the past two 
years. Six Cabinets succeeded each other 
during that period, and each left the franc 
a little lower than it had found it. With 
almost fatal inexorability, the value of the 
franc has been steadily declining. At the 
time of Premier Briand’s resignation the 
frane stood at forty to the dollar; two 
years before, it was only twenty to the 
dollar. 

Starting with the Herriot Ministry, 
which came into power following the elec- 
tion of the present Parliament, in May, 
1924, each succeeding Cabinet centered its 
attention upon a possible solution of the 
French financial problem, which would 
prevent the france from following the 
course of the German mark and the Rus- 
sian ruble. Each of them struggled for 
the preservation of the franc. Each of 
them failed, and with every successive fail- 
ure the battle became more and more diffi- 
cult and eventual victory more and more 
uncertain. 





From June 23, when he reconstituted 
his Cabinet by the inclusion of Joseph 
Caillaux as Minister of Finance, and until 
July 17, when he finally resigned, Premier 
Briand made every effort to induce the 
Parliament to grant him plenary powers 
in conducting the battle for the france. 
He encountered formidable opposition. 
The groups of the Left were inalterably 
opposed to him on this matter. Their 
leader, ex-Premier Herriot, now President 
of the Chamber of Deputies, left the Presi- 
dent’s chair in order to conduct in person 
a violent attack against the Briand Cab- 
inet. Allied with him and the groups of 
the Left were the Nationalist groups of 
the Right—strange bedfellows, as the 
events immediately following the over- 
throw of the Briand Cabinet plainly 
showed. Together these groups succeeded 
in marshaling enough votes to defeat 
Briand’s demand and to wreck his Cabinet. 

M. Herriot was sent for by the Presi- 
dent of the Republic immediately after the 
resignation of the Briand Cabinet and was 
entrusted with the task of forming a new 
Ministry. He undertook the task and set 
to work constructing a Cabinet that would 
be representative of all the parliamentary 
groups, exclusive of the Communist and 
the Royalist extremes. No sooner, how- 
ever, was he embarked on this enterprise 
than he discovered that the Nationalist 
groups had been with him only when it 
was a matter of wrecking the Briand 
Cabinet, but that they were far from be- 
ing his allies when it came to forming a 
government with himself as the head. At 
the time of this writing, M. Herriot is still 
struggling with the result of this disillu- 
sionment, with every prospect of failure. 

It is not likely that the present French 
Parliament, which is so hopelessly divided 
against itself, will be prorogued by the 
President of the Republic and new elec- 
tions ordered. While it is true that no 
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newly elected Parliament could be worse 
from the standpoint of united action 
than the present Chamber, new elections 
would require at least several weeks, and 
in the interval the government would find 
itself confronted with an impossible situa- 
tion: the budget for the current year has 
not as yet been voted, the Treasury funds 
are almost exhausted, and the issue of 
paper currency by the bank of France is 
impossible without further legislation. 
There is no alternative, therefore, but to 
make a fresh attempt to form a govern- 
ment that would have even a semblance 
of united support from the present 
Chamber. 

The battle for the franc has to go on 
under the same political handicaps as have 
attended it hitherto, and even the friends 
of France are now being forced to the con- 
clusion that this battle cannot be won. 
The future of the franc is precarious. 

The measures recommended in the able 
and penetrating report prepared by the 
Committee of Experts (a summary of the 
report will be found elsewhere in this 
issue) might have gone a long way toward 
saving the franc two years ago, or even a 
year ago. The experts are undoubtedly 
right when they say that the key to the 
currency situation is the balancing of the 
French budget. But while even a year or 
two ago it might have been exceedingly 
difficult to balance the budget by means of 
the increased taxation which they recom- 
mend, today it is quite impossible to do so. 

It has been perfectly apparent to careful 
observers of the French financial situation 
for some time past that the effectual salva- 
tion of the French budget lies only in the 
destruction of a considerable part of the 
French internal debt. Such, for example, 
were the conclusions reached last year in 
their excellent study of the French debt 
problem by H. G. Moulton and C. Lewis. 
They pointed out that the interest charges 
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on the internal debt constitute so prepon- 
derant an item in the French budget that 
only by reducing the amount of these 
charges by about three-fifths would it be 
possible to make revenues equal expendi- 
tures. Such a course of action would have 
necessitated heavy sacrifices on the part of 
the holders of the government bond ; they 
would have had to lose more than half of 
their income derived from these invest- 
ments. But the only alternative seemed 
to have been continued monetary inflation, 
bringing with it continued depreciation of 
the franc, which would in the end com- 
pletely destroy the value, not only of the 
government bonds, but of all the other in- 
vestments in the country. 

A reduction of the rate of interest on 
the government debt required courage and 
resolution on the part of the Government 
of France. The destruction of the debt 
by means of inflation was a line of least 
resistance. Failing in the necessary cour- 
age and resolution, the French Govern- 
ment found itself, volens-nolens, forced 
into this line of least resistance. During 
the past year or so the amount of French 
currency in circulation has practically 
doubled, and the value of the franc has 
declined proportionately. With the value 
of the frane decreased one-half, the hold- 
ers of the government bonds have already 
lost one-half of their income, and the end 
of their losses is not as yet in sight. 

There is one element in the situation 
which makes the battle for the france par- 
ticularly difficult. It is the so-called 
“flight from the franc.” This phenomenon 
means, in substance, that people in France 
have lost confidence in the future of their 
currency and make every effort to convert 
their francs into stable foreign currency. 
As a result of this, more francs are offered 
for sale than there is a demand for, and 
conversely more foreign currencies are in 
demand than are offered. In this manner 
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the value of the franc, as expressed in 
other currencies, decreases and the ex- 
change value of the franc falls. Even a 
year ago this phenomenon, while it existed 
to some extent, was not particularly in 
evidence. Today it is so widespread that 
its effects are almost incalculable. And it 
is difficult to see how the necessary con- 
fidence in the future of the franc, which 
alone can stop the “flight,” can possibly 
be developed, with the france at only 
slightly above one-tenth of its normal 
value—and still depreciating. How the 
French will solve this problem remains to 
be seen. 


THE FRANCO-BRITISH DEBT 
AGREEMENT 
NE of the unfortunate features of the 
resignation of the Briand Cabinet is 
the fact that the Franco-British agreement 
on the war debt of France to Great Britain 
has not been ratified. Concluded only five 
days before the Cabinet’s fall, this agree- 
ment, like the French agreement with our 
World War Foreign Debt Commission, 
must now depend for its ratification upon 
the support of another government. 

The Franco-British debt agreement, 
signed July 12, was the result of three at- 
tempts to negotiate a debt settlement 
between the two countries. The first at- 
tempt was made last summer by M. Cail- 
laux, then Minister of Finance. He and 
the British Chancellor of the Exchequer 
agreed upon the basic terms of a settle- 
ment, which M. Caillaux laid before his 
colleagues, but the ratification of which 
was lost in the shuffle when the Cabinet of 
which M. Caillaux was a member was 
overthrown, soon after. The second at- 
tempt was made last May, but resulted in 
a disagreement, because the French nego- 
tiators would not consent to the size of the 
initial payments demanded by the British. 
The third attempt, made again by M. Cail- 
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laux, once more Minister of Finance, re- 
sulted in an agreement upon terms accept- 
able to both sides. 

The terms of this final agreement may 
be found elsewhere in this issue (see the 
International Documents section). They 
provide for standard annual payment of 
twelve and one-half million pounds ster- 
ling. In view of the fact, however, that 
the annual installments during the first 
four years are far below this standard rate, 
the installments for the last thirty-one 
years of the sixty-two year period of pay- 
ments are fourteen million pounds. When 
we add up these annual installments, we 
find that at the end of the sixty-two year 
period France will have paid Great Britain 
all of the money originally borrowed, plus 
accrued interest to the date of settlement, 
plus current interest at an average rate of 
something less than 1 per cent. 

These terms are not as lenient as those 
which Great Britain gave Italy, since Italy 
is to pay no interest whatever, accrued or 
current, and is to pay only about two- 
thirds of the money actually borrowed. On 
the other hand, the British terms given to 
France compare favorably with the terms 
of the Berenger-Mellon agreement on the 
French debt to us. Under this latter 
agreement, France is to pay us all the 
money actually borrowed, with accrued in- 
trest to the date of settlement, and, in 
addition, current interest at the rate of a 
little over 1% per cent. As for the size of 
annual installments, the French payments 
to Great Britain are the same as the pay- 
ments to us during the first and second 
years. Then for six years they are some- 
what larger, while starting with the ninth 
year the French payments to us are 
considerably larger than those to Great 
Britain. 

The so-called “safeguard clause,” which 
would make French debt payments con- 
tingent upon the receipt by France of 
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reparation payments from Germany, elim- 
inated from our agreement, appears in the 
British settlement, but in a form which 
can scarcely be considered satisfactory to 
France. The subject is covered in the 
letters exchanged by M. Caillaux and Mr. 
Churchill, the British Chancellor of the 
Exchequer (the text of this correspond- 
ence will be found in the Jnternational 
Documents section of this issue of the Ap- 
vocaTE OF Peace). In his letter to Mr. 
Churchill, M. Caillaux reserves for France 
the right to ask for a reconsideration of 
the whole settlement, in the event that the 
German reparation program under the 
Dawes Plan should fail altogether, or if 
the payments should drop below one-half 
of the standard annual installments pre- 
scribed by the Plan. Mr. Churchill, in his 
reply, accepts this reservation on the un- 
derstanding, however, that the French 
should not lose sight of the fact that any 
failure of the Dawes Plan would involve 
a diminution of Great Britain’s receipts 
from her debtors, which fact would have 
to be taken into account in case the ques- 
tion of the French settlement should be 
reopened. In other words, the British 
Chancellor of the Exchequer plainly warns 
the French Government that, should they 
move for a reopening of the whole question 
on the basis of the failure of the Dawes 
Plan, they may find themselves confronted 
with a demand on the part of Great Brit- 
ain for even larger payments than those 
stipulated in the Churchill-Caillaux settle- 
ment. In his last paragraph, Mr. Church- 
ill indicates that the only event in which 
Great Britain would consider a reduction 
of the French debt payments would be if 
the United States were to lower the annual 
installments under the British-American 
debt - funding agreement. This Great 
Britain would do strictly in accordance 
with the so-called Balfour principle, under 
which Great Britain made it her policy 
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to collect from her own debtors only such 
amounts as would, in their aggregate, 
equal her own payments to the United 
States. 

But, even with the “safeguard clause” 
thus left rather vague, there is no doubt 
that the Franco-British debt agreement 
represents the best terms that France can 
obtain from Great Britain at the present 
time, just as the Berenger-Mellon agree- 
ment represents the best terms that France 
can obtain from us in the present status 
of the whole international debt problem. 
It would, therefore, be indubitably to 
France’s interests to ratify both of these 
agreements as soon as possible. 


MOSUL 


HE signing on June 5 of a treaty be- 

tween the United Kingdom and Iraq 
on the one hand and Turkey on the other, 
defining the Mosul frontier, puts an end 
to one of the most vexatious and trouble- 
some controversies of post-war Europe. 
On a number of occasions the strip of land 
lying between Turkey and the British 
mandated territory in Mesopotamia, or- 
ganized into the Kingdom of Iraq, has 
threatened to become the powder cellar 
capable of firing Europe and the whole 
world into another war. 

From the time of the Armistice in No- 
vember, 1919, and until June, 1926, Tur- 
key steadfastly refused to surrender her 
claim to this strip of territory. The treat- 
ies of Sévres and Lausanne; the protocols 
of numerous other conferences dealing 
with this question; almost interminable 
discussions of the controversy at various 
meetings of the League of Nations; vol- 
uminous reports of commissions set up by 
the League; bulky and acrimonious corre- 
spondence between the two governments 
concerned, and finally an important deci- 
sion rendered by the Permanent Court of 
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International Justice—all these were steps 
in the development of the controversy and 
its final liquidation. 

Last September, at the Sixth Assembly 
of the League of Nations, the question 
came to a head. On a technical pretext 
Turkey refused to accept the decision of 
the League Council, to which it had agreed 
to submit the question at the time of the 
Lausanne Conference. The authority of 
the Permanent Court was then invoked to 
pass on the point raised by Turkey. The 
Court rendered a decision against Turkey’s 
contention, and the Council of the League 
promptly awarded Mosul to Great Britain. 
Turkey again refused to accept the deci- 
sion, and it was only after long and diffi- 
cult negotiations, which took place be- 
tween the time that this decision was ren- 
dered and the time of the signing of the 
treaty, that she finally agreed to a formal 
abandonment of her claims. 

It is quite within the realm of possibili- 
ties that Turkey’s action was dictated 
primarily by her desire to have as few 
enemies as possible in the event of a pos- 
sible conflict between her and Italy. Cer- 
tain it is that during the past few months 
her diplomacy has been headed definitely 
in this direction. She has concluded a 
treaty of amity with Russia. She has 
signed a treaty of mutual neutrality with 
France. And now she has composed her 
differences with Great Britain through the 
signing of the Mosul Treaty. 

But whatever the reasons which impelled 
Turkey to this change of attitude on the 
Mosul question, and whatever the possi- 
bilities of a conflict between her and Italy, 
which she seems to fear so much, it is cer- 
tainly a good thing for the peace of the 
world that the Mosul question has ceased 
to exist. It has been casting for too long 
a time upon the post-war world a sinister 
shadow far out of proportion to its own 
real importance. 


DR. ZIMMERMAN AND 
MR. SMITH 


NE of the important recent decisions 

of the League of Nations Council 
has been with regard to the relinquish- 
ment of the League’s financial tutelage 
over Austria and Hungary. The two per- 
haps most remarkable experiments in in- 
ternational co-operation since the war 
have now been brought to what may prop- 
erly be regarded as a successful close. 

In each of these experiments the 
League was represented by a Commis- 
sioner-General, who acted as the adminis- 
trator of the plans carefully worked out 
in advance and agreed upon by both sides. 
Dr. Alfred Zimmermann, former Burgo- 
master of Amsterdam, acted as the League 
Commissioner in Vienna, and Mr. Jere- 
miah Smith, Jr., a prominent attorney of 
Boston, occupied a similar post in Buda- 
pest. The success of the experiments is 
intimately bound up with these two men, 
and the future development of the respec- 
tive countries which they served in so un- 
usual a capacity will largely be based upon 
the foundations they have helped to lay. 

Dr. Zimmermann was the first in the 
field. He came to Vienna at the end of 
1922, and found chaos. The very consent 
of the League te undertake the financial 
salvaging of Austria under its auspices 
came as a result of a solemn declaration 
made by the Austrian Government of the 
day to the effect that unless international 
aid were forthcoming the Government of 
Austria would have to declare itself inca- 
pable of fullfilling the functions of gov- 
ernment. The currency demoralization of 
the country and the general economic dis- 
organization which came in the wake of 
the war had become so great that country 
was actually menaced by an unprecedented 
national bankruptcy. 

There was one extremely complicated 
factor in the situation. Under ordinary 
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circumstances, foreign financial assistance 
in the form of loans might have saved the 
situation. But the power of borrowing 
abroad, whether by the Austrian Govern- 
ment or by Austrian citizens, was virtu- 
ally non-existent because of the obligations 
imposed upon Austria by the peace 
treaties. Together with Germany and 
the rest of the enemy powers, Austria was 
made liable for the damages sustained by 
the Allied Powers as a result of the war. 
In order to guarantee the fulfillment of 
these obligations by Austria, the Repara- 
tion Commission set up under the peace 
treaties was given a sort of blanket mort- 
gage on all the resources of the Austrian 
State, and this power vested in the Repara- 
tion Commission precluded any possibility 
of foreign borrowing on the part of Aus- 
tria without the Commission’s consent. 
Confronted by the imminence of com- 
plete national bankruptcy and already in 
the throes of virtual economic chaos, Aus- 
tria was face to face with an imperative 
necessity to come to such terms with the 
Reparation Commission as would make 
possible foreign borrowing, and to estab- 
lish such conditions of confidence in her 
eventual recovery as would make feasible 
That the League 
Reparation claims 


her request for loans. 
did for Austria. 
against Austria were postponed for twenty 


years. Under the auspices of the League 
Financial Committee, an international 


loan of $125,000,000 was arranged for 
Austria, under a guarantee as to the pay- 
ment of interest and the eventual repay- 
ment of principal given by the govern- 
ments of Great Britain, France, Italy, 
Czechoslovakia, and several smaller Euro- 
pean countries. 

In exchange for this, Austria consented 
to the surrender for a period of three 
years of what may be considered as a por- 
tion of her sovereignty. She agreed to 


place her finances under the control of a 
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Commissioner-General of the League, with 
rigidly defined powers and with authority 
given him in advance by the Austrian 
Parliament. Dr. Zimmermann was made 
the League Commissioner in Vienna. 
The three and one-half years of his 
work in Austria—the period of control 
lasted somewhat longer than was origi- 
nally stipulated—were not all smooth sail- 
ing. The Austrians naturally felt rather 
resentful about the presence of an out- 
sider in the position of such intimate con- 
cern with their national affairs. In par- 
ticular the Socialist elements, which are 
very strong in Austria, felt very strongly 
on the subject of the means which the 
League Commissioner had to employ in 
carrying out the prescribed programme. 
Dr. Zimmermann was sent to Vienna 
primarily to balance the Austrian budget. 
He could not achieve this without curtail- 
ing almost ruthlessly the tremendously 
overgrown personnel of the government. 
Almost 100,000 government officials had 
to be thousands 
swelled the already large ranks of the un- 
employed. Moreover, it was necessary, for 
the sake of economy, to cut down appro- 
priations for social welfare work, always 
There were 


dismissed, and these 


dear to the Socialist hearts. 
many other points at which the work of 
the Commissioner-General clashed with 
the desires and the political expediency of 
the Socialist, and of some of the other, 
groups. 

Nevertheless, Dr. Zimmermann carried 
his work through unswervingly. He saw 
his chances of success in a rigid applica- 
tion of the letter of the agreements under 
which he was administering the League 
plans. The nature of his achievement is 
the best proof of the fact that the road he 
followed really led to success. While he 
might have, perhaps, avoided some of the 
tension that at times made his work par- 
ticularly difficult, the fact remains that he 























1926 EDITORIALS 463 


has brought Austria to the point at which 
the League Council considers that events 
justify the relinquishment of its control 
and the withdrawal of its Commissioner. 

Dr. Zimmermann leaves Austria with a 
balanced budget and a stable currency— 
the two objects for the accomplishment of 
which he was originally sent to Vienna. 
To the extent to which these two condi- 
tions are fulfilled, Austria has a real foun- 
dation on which to build. Her really fun- 
damental problem—that of adapting her 
economic system to her post-war status— 
is still ahead of her. But the founda- 
tion already laid is an indispensable pre- 
requisite to the success of her eventual 
achievement of national economic inde- 
pendence and of a fair degree of pros- 
perity. 

Mr. Smith came to Budapest in 1924, 
a whole year after Dr. Zimmermann had 
begun his work in Vienna. The condi- 
tions which he encountered were not 
nearly as chaotic as those which had ob- 
tained in Vienna, although the technical 
aspects of the financial salvaging of Hun- 
gary required the fulfillment of the same 
two requirements as in the case of Austria. 
A bargain had to be made with the Repara- 
tion Commission concerning the powers of 
Hungary to borrow abroad, and an inter- 
national loan had to be floated for the 
purpose of balancing the Hungarian bud- 
get and stabilizing the Hungarian cur- 
rency. Again, as in the case of Austria, 
the League rendered possible the fulfill- 
ment of these two conditions, and again 
the price required was the same: tem- 
porary control of the country’s finances by 
a Commissioner-General of the League. 

Mr. Smith had Dr. Zimmermann’s ex- 
perience to draw upon, and he succeeded 
in avoiding many of the difficulties that 
had attended his colleague’s work in Aus- 
tria. In some respects, though, he had 
an easier problem to handle, since funda- 


mentally Hungary is considerably more 
sound Austria. 
Finally, his was perhaps a happier disposi- 
tion than Dr. Zimmermann’s in handling 


economically than is 


the delicate problems that had of necessity 
to arise between the Commissioner-Gen- 
eral of the League and the officials of the 
government whose financial activities it 
was his task to supervise and control. 
The success of Mr. Smith’s work has 
come even sooner than had been antici- 
He leaves Budapest with his pri- 
Hun- 


pated. 
mary objects 
garian budget balanced and the Hungarian 
currency on a stable basis. Other prob- 
lems remain, but for their eventual solu- 
tion what has been achieved is a necessary 


accomplished—the 


and strong foundation. 

Dr. Zimmermann and Mr. Smith have 
done their work, each in his own way, each 
as he knew how. They have done good 
work. A native of Holland playing the 
leading réle in the resuscitation of Austria, 
and a native of the United States playing 
an equally important réle in the salvaging 
of Hungary, are a good augury for the 
possibilities of constructive international 
collaboration. 


ERMANY’S referendum on the ex- 
propriation of the property of the 
former hereditary princes illustrates a 
new possibility of the popular vote—the 
power of absence from the polls. The 
terms of the referendum were that ex- 
propriation could become effective only if 
no less than one-half of the total elector- 
ate of the country voted for it. That 
meant that at least 19,500,000 votes had 
to be cast for the measure. The actual 
number of votes recorded was less than 
this minimum by over four millions and, 
although of this number 14,500,000 were 
cast for the expropriation, the measure 
failed by default. Perhaps it is just as 
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well that it did fail: expropriation is not 
a savory procedure and a decidedly dan- 
gerous precedent. But its defeat would 
have been much more satisfactory if the 
votes against it, as well as for it, had been 
duly recorded. 


ELGIUM has conferred upon her 
J king almost unlimited powers in 
handling the financial and currency crisis 
with which the country is confronted at 
the present time. Under the “extension 
of power,” granted by the Chamber of 
Deputies, the King is authorized to do 
the following things: Modify or supple- 
ment all existing regulations on currency 
circulation ; contract loans and determine 
their terms; take steps to prevent or re- 
duce inflation; make laws to prevent the 
troubles deflation might cause; ensure the 
return of capital hidden abroad ; approve 
all changes or additions to the statutes 
of the National Bank deemed neces- 
sary to general reform ; make any changes 
in the rates and co-efficients of taxes, du- 
ties, and other revenue designed to main- 
tain an adequate treasury income; sus- 
pend the validity of stabilization on a gold 
basis in all public and private acts and 
prescribe rules re-establishing fixed values 
for all inventories, balances, &c.; dispose 
of any State property; settle the liquida- 
ton, sale, or disposal of all sequestrated ex- 
enemy property; take all steps for main- 
taining the food supply and other neces- 
sities and reducing the consumption of 
luxuries; take all measures to ensure the 
execution of these and existing laws and 
authorize the punishment by the police or 
law of all infractions thereof. 
These are, indeed, extraordinary powers 
But the King, 


courts 


for our democratic days. 


who had guided the affairs of his heroic 
little country so ably during the dark days 
of the war, will no doubt prove worthy of 
this new trust his people place in him. 
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And surely the menacing nature of the 
financial situation in Belgium fully justi- 
fies even so drastic an attempt to handle it. 





WO million dollars, or 433,000 
pounds sterling, is the official esti- 
mate of the British Government of the 
actual administrative expenses in connec- 


tion with the recent general strike. The 
items were as follows: 
Civil Commissioner organization and 
miscellaneous services .........+- £78,000 
Food organizations (England and 
ED ck chee a eeeadies dace 119,000 
Transport organizations (England 
EE, SD Sas ecasictotanancedua 20,000 
CE GING so 06: 6.6.6 cctasceese 35,000 
British Gazette (net)..... Seuhiashiids 16,000 
Civil constabulary reserve.......... 65,000 
Grants in respect of police expendi- 
WD A daisdesesiedaddvcconsese +++ 100,000 
BE: cvnssesewous ieee £433,000 


Modest enough sums! But that is the 
cost to the government. Who is going to 
calculate the cost of the strike to the na- 
tion ? 

USSOLINT’S latest sport seems to 

be the accumulation of ministerial 
portfolios. On July 4 he was formally 
appointed by King Victor Emmanuel to 
the new cabinet post of Minister of Labor 
Federations, just created by the Fascist 
Government for the purpose of stimulat- 
ing production. Through this appoint- 
ment, Signor Mussolini has acquired the 
sixth portfolio. He is Prime Minister, 
but in addition to this he is already Min- 
ister of Foreign Affairs, Interior, War, 
Of course, in each of 
trust- 


Marine, and Air. 
these Ministries he has able and 
worthy assistants, but one cannot help 
wondering at the indomitable and truly 
unparalleled energy displayed by the Fas- 
cist dictator. If he can inspire Italian la- 
bor to even a fraction of his own capacity 
for work, he ought to make a perfect head 
for the Ministry of Labor Federations. 
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BRIAND’S TWO RESIGNATIONS 


N JUNE 15, Aristide Briand’s ninth 

Cabinet fell before an adverse vote 
of the Chamber of Deputies on the finan- 
cial proposals made by the Minister of 
Finance, M. Peret. Eight days later, on 
June 23, M. Briand formed his tenth Cab- 
inet, the distinguishing feature of which 
was the inclusion in it of M. Joseph Cail- 
laux as Minister of Finance. This Cabi- 
net lasted until July 17, when it also went 
down before an adverse vote in the Cham- 
ber. 


Briand’s Tenth Cabinet 


M. Briand’s tenth Cabinet was made ap 
as follows: 

M. Aristide Briand, Prime Minister and 
Foreign Affairs; M. Caillaux, Finance; 
M. Jean Durand, Interior; M. Pierre 
Laval, Justice; General Guillaumat, War; 
M. Georges Leygues, Marine; M. Chapsal, 
Commerce; M. Nogaro, Public Instruc- 
tion; M. Daniel-Vincent, Public Works; 
M. Binet, Agriculture; M. Léon Perrier, 
Colonies; M. Durafour, Labor and Health; 
M. Jourdain, Pensions. 

The Undersecretaries of State were: 

M. Daniélou, Prime Minister’s Office ; 
M. Piétri, Finance Budget; M. Douboin, 
Treasury ; M. Dutreil, Liberated Regions ; 
M. Valude, Mercantile Marine ; M. Rameil, 
Technical Education and Fine Arts; M. 
Laurent-Eynac, Aeronautics and Aerial 
Transport ; Colonel Ticquot, War. 

The feature of the Cabinet was the 
number of technical authorities on finan- 
cial and economic subjects among its mem- 
bers. Besides M. Caillaux, M. Nogaro is 
one of the most learned political econo- 
mists in the Chamber; M. Piétri is an- 
other. M. Douboin is a Deputy who has 
made a study of currency questions. M. 
Chapsal used to be head of a department 
in the Ministry of Commerce. 

_ Politically the Cabinet was Left-Centre 
im color, though M. Georges Leygues and 


M. Piétri formed a link with the Right. 
The majority of its members belong to the 
Radical groups in the Chamber and Sen- 
ate, but none of them are particularly as- 
sociated with the Cartel, and in point of 
fact M. Herriot’s followers were far from 
being pleased with the combination. 


New Government's Declaration of Policy 


The declaration of the new government’s 
policy was read by Premier Briand in the 
Chamber of Deputies on June 29. The 
declaration began by saying that the grav- 
ity of the financial situation made the 
duty of the government clear. Its own 
composition proved that, laying aside po- 
litical considerations, it was inspired by 
the broadest spirit of national conciliation. 
The government had no doubt that Parlia- 
ment was already, in the same spirit, pre- 
pared, by its active co-operation, to give it 
the stability which was indispensable for 
the accomplishment of its heavy task. The 
declaration continued : 


In the present situation all interests, small 
as well as large, are one. All parties are 
equally interested in the settlement of the 
financial problems in the quickest possible 
way. For that the co-operation of govern- 
ment and Parliament is indispensable. We 
shall succeed or fail according as the Cham- 
bers give us or withhold from us their con- 
fidence. It is important that the authority 
of the government should appear neither at 
home nor abroad as precarious. On this 
success depends. 


Balancing of the Budget 


After a brief reference to the happy is- 
sue of the war in Morocco and the regu- 
lating of the situation in Syria the declara- 
tion dealt with the financial question itself 
as follows: 


The balancing of the Budget, justly con- 
sidered as a condition of primary importance 
of any serious reconstruction, has at length 
been obtained. But although, as a matter 
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of fact, the receipts of the State balance its 
expenditure, and although the desire for 
rigorous economies which we shall put se- 
verely in operation in all government depart- 
ments enables us to hope that we shall no 
longer have to call for any great effort from 
the taxpayer, it seems to us necessary to make 
changes in fiscal methods which have been 
shown by experience to contain certain de- 
fects. It is necessary, in particular, to re- 
duce the rate of income-tax and the transfer 
duty on securities. This will be made up for 
by an adjustment of tariffs and by substitut- 
ing for illusory or complicated control a 
watchfulness both more elastic and more ef- 
fective. By this means capital would be re- 
assured, encouraged to employ itself produc- 
tively at home, and caused to flow back to the 
country from abroad. 

But this is only the beginning of the work. 
There would be no meaning in the balancing 
of Budgets or the rearrangement of fiscal 
methods if the State had to continue to be 
subject to the pressure of constant anxieties 
with regard to the Treasury, and if the prob- 
lem of a restoration of the currency were not 
vigorously taken in hand. In the first place, 
there is no concealing the fact that serious 
difficulties, which will be fully explained to 
the Chambers, make matters very difficult for 
the Treasury and constitute a permanent 
menace to the very life of the nation. The 
government, nevertheless, does not hesitate 
to declare that for the solution of these dif- 
ficulties it will not make of you, in any form, 
in any case, or in any manner, proposals in- 
volving the slightest failure to fulfill the obli- 
gations of the State, which it regards as sa- 
cred. Basing itself upon the plan of the ex- 
pert committee, the main lines of which it 
knows to be in accordance with its own gen- 
eral financial policy, it will submit to you the 
formulas which appear to it the most suitable 
for dealing with short-term obligations and 
for restoring the Treasury to those functions 
which are prescribed for it by precept and 
practice. 


Stabilization of the Currency 


With the question of the franc the dec- 
laration dealt as follows: 


We now come to the principal part of our 
program—the stabilization of the currency. 
The government has decided to undertake 
this operation. 


The immense loss of wealth 
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which was the price paid for the most ter- 
rible of all wars and the unheard of indebt- 
edness of the State which has thereby re- 
sulted can inevitably only be met by an 
agreed reduction in the value of our currency, 
The whole question is to stop the continual 
fluctuation of the franc, to confront it with 
the barrier of a reasonable power of conver- 
sion, and to re-establish, on the basis of new 
but fixed rates of exchange, the security of 
transaction and contracts, the normal play of 
forward operations and the legitimate re- 
muneration of labor and capital. 

The government does not, indeed, under- 
estimate any of the difficulties of the problem. 
It expects to be able to face them with the 
confident co-operation of the Bank of Issue, 
whose independence, needless to say, will 
continue to be scrupulously respected, and 
whose credit must remain distinct from that 
of the State. 


Inter-Allied Debts 


On the foreign-debt settlements the dec- 
laration said: 

The government is aware, moreover, that, 
for the practical realization of the object in 
view, international assistance will not be 
without value. But it will not permit in 
any case the slightest infringement of the full 
sovereignty of the country. The government 
is equally aware that the settlement of inter- 
allied debts is one of the necessary supports 
of a solid and well-conceived stabilization. 
For that reason it is an urgent duty to give 
the Chambers an opportunity of expressing 
their opinion on this grave question. The 
Chambers already have the matter before 
them and will soon have to face their respon- 
sibility in regard to it. 

Meanwhile the government proposes ur- 
gently to pursue the negotiations which are 
required in order that at the earliest moment 
the problem may be set before you in its 
entirety, and that when the time comes you 
will not have to ratify an agreement with one 
of the creditors without knowing the burdens 
which a convention with the other creditor 
might lay upon the Treasury. It is the duty 
of a great country to look clearly ahead wien 
it subscribes to such solemn engagements, be- 
cause it intends to be punctual in their execu- 
tion. The interest of the creditor is served 
by the scruples of the debtor. The ratifica- 
tion of our foreign debts in their entirety 
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cannot be treated apart from the certainty 
felt by the government that it has at its dis- 
posal the means indispensable for the estab- 
lishment of a currency capable of supporting 
without giving away the effort of liberation 
which is asked of it. 

The fact must not be concealed from the 
country that its present prosperity is in part 
only a dangerous mirage. In order to be 
translated into a lasting reality it ought to 
rest at once on an increased production and 
a reduced consumption. The active pursuit 
of this double aim will not, it is true, involve 
any excessive or precipitate measure on the 
part of the government. The government 
could not, for instance, fail to recognize the 
rights of the servants of the nation, without 
exception and without distinction of grade or 
work, to obtain emoluments bearing a rela- 
tion to the cost of living. 


Foreign Policy 


The declaration then sketched generally 
the government’s foreign policy, which 
would be one of “peace and equilibrium.” 
The international situation permitted of 
the task of “adjusting the conditions of 
our security while reducing military ex- 
penditure.” The government would try 
to strengthen its ties with friends and 
allies. It would confirm and extend the 
political and economic agreements con- 
cluded with the various peoples of Europe 
in the very spirit of the League of Nations. 
By means of arbitration agreements it 
would try to assure by judicial solutions 
the pacific settlement of conflicts which 
formerly led to war. 

Apart from a statement that the general 
home policy of the government would be 
the same as that of the preceding one, 
the only reference to specific measures was 
a declaration in favor of the urgent pass- 
ing of the bill providing for electoral re- 
form. Finally, there was a rhetorical ap- 
peal for the co-operation of government 
and Parliament which the country had 
asked for. “The life of the nation is at 
stake, the time for dispute about doctrines 
is past. It is not a question of debating, 
but of acting, and acting quickly. The 
government will ask Parliament to give it 
along with its confidence the power and 
the means to that end.” 


The Fall of the Government 


While the ministerial declaration was 
not very favorably received in the Cham- 
ber, nevertheless the government succeeded 
in obtaining the necessary vote of confi- 
dence and set to work to carry out the 
tasks it had set for itself. It concluded 
a debt-funding agreement with Great 
Britain (the text of the agreement will be 
found in the International Documents 
section of this issue of the ADVOCATE OF 
Peace). It gave its support to the report 
of the Committee of Experts (see below). 
But it ran foul of its own parliamentary 
support in demanding for itself almost 
dictatorial prerogatives for the purpose of 
handling the financial situation. The 
Chamber refused to grant it any such pow- 
ers, and M. Briand’s tenth Cabinet fell on 
July 17. 


REPORT OF THE FRENCH 
COMMITTEE OF EXPERTS 


HE report of the Committee of Ex- 
perts on French Finance, appointed by 
the French Government several weeks ago, 
was issued in Paris early in July. It was 
signed by all the experts on the committee. 
The only exception was that Prof. Gaston 
Jése made a special reservation, in which 
he expressed the opinion that in a demo- 
cratic country taxes should not properly 
be regarded purely from the technical 
point of view. The report goes into all 
the ramifications of the French financial 
situation and makes recommendations for 
some rather drastic measures to be taken. 
In an introductory section the commit- 
tee warns the country of the peril of the 
financial situation, and declares that the 
task of recovery will be “long and pain- 
ful.” The fall of the franc, it says, has 
aggravated the destruction of capital re- 
sulting from the war, and many people 
live in the illusion of apparent prosperity, 
when their profits are actually unreal. 
“The French people,” it continues in a 
striking passage, “are working and pro- 
ducing; but most of them are becoming 
impoverished unconsciously.” 


Monetary Stability 


The committee states that the question 
of monetary stability dominates all others. 
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A complete restoration of the gold stand- 
ard is ruled out because it would require a 
continued deflation ruinous to the tax- 
payer. The committee declares its convic- 
tion that the france should be stabilized as 
soon as possible and the whole report is 
discussion of means to that end. Stabili- 
zation, it says, must ultimately be enacted 
by law, but not before it is an accomplished 
fact in the exchange market, which will 
depend upon fulfillment of the following 
conditions : 

(1) The balancing of payments, by pre- 
vention of the export of capital, by tem- 
porary foreign credits, and by the progres- 
sive return of French capital from abroad ; 

(2) The balancing of the Budget in 
fact ; 

(3) The balancing the Treasury ac- 
counts in fact; 

(4) The final settlement of French obli- 
gations to foreign countries. 

(5) The adaptation of the general busi- 
ness system of the country to the new 
monetary conditions ; 

(6) The provision of a bank of issue 
with a reserve in gold and in foreign cur- 
rencies sufficient, with commercial securi- 
ties, to guarantee its note circulation. 

With regard to the balance of payments, 
it is pointed out that the unfavorable trade 
balance before the war was represented by 
a deficit of only one and a half milliard 
francs, but that deficit had risen to 109 
milliards in 1920, at which figure it had 
remained ; invisible exports had done some- 
thing to diminish it. The committee states 
that the surplus of 160 million francs es- 
timated for in this year’s Budget was too 
small; but the yield of taxes is in excess 
of the estimate. On the whole, their im- 
pression is satisfactory, but they have to 
observe : 

(1) That the balance is in danger of 
disturbance by the vagaries of the ex- 
change and the increase in prices ; 

(2) That further expenditures will have 
to be voted for Morroco and Syria; 

(3) That certain expenditure which 
should have been incorporated in the Bud- 
get of 1926 was left to be met by the 
Treasury. 


Recommended Taxes 


The committee declares that the revenue 
provided in the Budget must be increased 
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by 2,500,000,000 francs during the second 
half of 1926, and 5,000,000,000 francs 
during 1927. There must be a drastic re- 
duction in public expenditure. As for the 
means of raising fresh revenue, the only 
taxes likely to insure that the Budget will 
balance, in present circumstances, are 
taxes on consumption giving an immediate 
and regular yield, which increases as 
prices increase. 

Its main recommendations in regard to 
taxation are: 

(1) The carnet de coupon, which yields 
little and irritates investors, should be 
abolished ; 

(2) The rates of income-tax and of the 
succession duties should be reduced ; 

(3) The tax on the transfer of French 
securities should be reduced ; 

(4) A new customs tariff with higher 
duties, “not too Protectionist” and capable 
of facilitating negotiations with other 
countries, should be established without 
delay ; 

(5) The tax on turnovers should be im- 
posed uniformly on all business transae- 
tions at the rate of 2 per cent. There 
should be no tax on the export trade ; 

(6) An increase of railway fares; 

(7) Tobacco should be raised in price 
by stages in proportion to the depreciation 
of the franc. 


Provisions for Treasury Bonds 


A number of important recommenda- 
tions are made in respect of Treasury 
bonds. The committee rejects a proposal 
for the compulsory redemption of floating 
debt in the form of national defense bonds, 
and also proposals for a capital levy, for 
a forced loan, and for a reduction on the 
coupons of State securities, all of which 
(it says) would have an opposite effect to 
that intended. The committee suggests 
voluntary and progressive redemption by 
means of a loan offered to holders in ex- 
change for their bonds. 

In future the control of the national de- 
fense bonds (it continues) should be taken 
from the Treasury and vested in a speci- 
ally appointed body, which would have 
funds allotted to it in the Budget and 
from other sources. Among these funds 
would be a sum of at least 500,000,000 
francs earmarked for the buying in and 
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canceling of bonds. The total of national 
defense bonds issued should not be allowed 
to exceed its present amount of 49 mil- 
liards. The aim should be to restore pub- 
lic confidence in the bonds. The same or- 
ganization would also take charge of the 
ordinary Treasury bonds (bonds up to one 
year). There should be voluntary redemp- 
tion of the short-term bonds maturing in 
February and September, 1927. Opera- 
tions for the repurchase of other short- 
term Treasury bonds should be under- 
taken. 

For the time being, the committee con- 
siders that the annual reduction of ad- 
vances, provided for in the Budget, should 
be limited to about one milliard. The 
Treasury should be authorized by Parlia- 
ment each year to issue bonds to the maxi- 
mum of five milliards to provide a work- 
ing fund for meeting the variable pay- 
ments at the end of the month and other 
occasional calls. 


Rate for Stabilization 


When it arrives at the methods to be 
followed for stabilizing the franc, the re- 
port lays down that the organ which un- 
dertakes that task must have a large stock 
of foreign currency with which to prevent 
any further depreciation, and a large stock 
of francs to buy up any surplus foreign 
currency which is offered. The State can- 
not undertake the task; the proper organ 
is the Banque de France. The right mo- 
ment for the operation will be when the 
conditions previously indicated have been 
fulfilled. The rate for stabilization cannot 
be immediately decided on; it must lie be- 
tween the rate indicated by the cost of 
living and that actually current in the ex- 
change market at the moment when the 
operation is begun. It is desirable that it 
should be more favorable than the present 
rate. 

The funds at the disposal of the Banque 
de France for the purpose of stabilization 
should consist primarily of its gold re- 
serve, and secondly of credits which it may 
obtain either directly or through the gov- 
ernment. As there are objections to using 
the gold reserve, the funds actually en- 
gaged should be furnished (a) by long- 
term credits obtained by the government, 
like the Morgan loan; (b) by credits to be 


obtained by the bank itself; (c) by private 
and commercial credits. The amount 
which the committee has in view for (a) 
and (b) is $200,000,000 (£40,000,000). 
This foreign assistance will only be ob- 
tainable if France inspires the conviction 
that she is going to take all the necessary 
measures to stabilize the franc and pay her 
debts. For this reason the Washington 
Agreement must be ratified and a definite 
settlement negotiated with Great Britain 
as soon as possible. 


Three Phases of Stabilization 


The committee envisages three phases of 
stabilization : 

(1) “Pre-stabilization,” during which 
the rate of the franc would oscillate some- 
what. During this period the limit of the 
advances by the Banque de France to the 
State must be definitely fixed at the ex- 
isting figure. If this were done, there 
would be no reason to limit the note 
issue. The gold reserve must be increased 
by the purchase of gold within the coun- 
try at a rate somewhere near the chosen 
level. 

(2) De facto stabilization, during 
which the Banque de France would buy 
and sell gold at a fixed rate. During this 
period complete freedom might be restored 
to capital. 

(3) De jure stabilization. 

A final chapter is devoted to the econ- 
omic crisis which will inevitably follow 
stabilization. The committee foresees un- 
employment and a considerable fall in the 
national revenue, but points out that these 
consequences must be faced in any case 
sooner or later. It suggests a certain num- 
ber of measures which might be taken by 
public authorities and private industries 
to remedy and alleviate the effects of the 
crisis. 


ITALY’S DRANG NACH OSTEN 


URING the past few months the 

southeastern part of Europe has 
been much agitated and disturbed by the 
trend of Italian policy. Premier Musso- 
lini’s triumphant tour of the Italian pos- 
sessions in northern Africa, his frequent 
martial declarations, and the recent rap- 
prochement between Italy on the one hand 
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and Greece and Rumania on the other, all 


seem to lend color to the theory that Italy 
is preparing for a new conflict with Tur- 
key, in pursuance of a drang nach Osten 
policy similar to that pursued by Germany 
before the World War. 


Mussolini’s Genoa Speech 


One of the lastest outbursts of Premier 
Mussolini’s oratory has been a speech de- 
livered at Genoa ‘on the occasion of his 
recent visit to that city. Cheered wildly 
by a crowd of over 100,000 he began his 
speech by remarking that the cheers were, 
of course, not for him, the soldier, but for 
the government which he led. Then he 
continued : 

Today no one dares dispute the fact that 
popular acquiescence in the Fascist régime 
is ever greater, constantly increasing, steadily 
becoming more conscious. I have seen march 
past me today people of every age and class. 
To these the Fascist Government has as yet 
given nothing which fits in with the mate- 
rialistic conception of life; on the contrary, 
it ever places on their shoulders heavier du- 
ties and responsibilities. Why, then, do they 
rally in ranks ever more serried around the 
invincible symbol of victory. Because the 
people of Italy are thirsting to be obedient, 
thirsting for discipline, eager to be governed. 

After these four years of heavy toil, I see 
that our assets far exceed our liabilities. I 
see that discipline is today accepted by all 
in a highly praiseworthy spirit. I see that 
people are working hard, that co-operation 
between the classes has been realized, and 
that the Fascist State is born into the world 
and will survive. It was born yesterday, and 
has buried the liberal democratic State. 

We have placed arms in the hands of our 
people, but arms alone do not win victory if 
the men who hold them do not desire it des- 
perately and tenaciously. We have carried 
out reforms, some of which have been held 
up as an example in many countries of Eu- 
rope, and we have enormously developed the 
economic strength of the nation. 


But for what purpose is all this power 
created? Premier Mussolini is rather too 
outspoken in his public utterance to leave 
that question in doubt. And each word of 
his seems to reverberate ominously through 
the whole Near East. 
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Bases of Turkish Fears 


The well-informed Constantinople cor- 
respondent of the Frankfurter Zeitung, in 
a recent article, entitled “Mussolini’s 
Shadow in the Near East,” presents a 
vivid picture of these reverberations. Ac- 
cording to him, Turkish public opinion 
has long been conscious of the shadow that 
has lain over Turkish-Italian relations, 
The tenacity with which Italy insisted at 
Lausanne on the possession of the tiny 
island of Castellorizo, lying barely two 
marine miles from the Anatolian shore, 
and which terminates the chain of the 
Dodacanese Islands; the mystery sur- 
rounding the establishment of an Italian 
naval base on the island of Leros (one of 
the Dodacanese); the memorable pro- 
gram address of Mussolini in March, 1924, 
in which, in quite a matter-of-fact way, he 
said that Italian influence must be directed 
towards the east, as expansion towards the 
west was impossible ; the not wholly adroit 
proposals to develop settlements in Adalia, 
in the former so-called Italian zone—all 
this and much else has impressed the 
Turks with a deep mistrust of Italian 
intentions in Anatolia. 


Reactions in Athens 


It may be noteworthy that the earliest 
warnings of Italian danger to Anatolia 
were circulated not in Turkish publicity 
channels, but that they came from a source 
not generally credited with friendliness 
toward Turkey. The anti-Italian press of 
Athens was the first to give alarm, espe- 
cially the Embros, which published in 
August of 1925 a series of articles from 
the pen of the Athenian Deputy Sketos 
under the title “Anatolia in Danger.” 

Sketos carried the beginnings of Italian 
Mediterranean policy back to the year 1866 
and represented the real originator to have 
been Bismarck, recalling the latter’s letter 
to Mancini on this question. The chief 
Italian aim—the crowding out of France 
and the establishment of Italian suprem- 
acy in the Mediterranean—could only, as 
pointed out by the deputy, be attained 
gradually, and the first step thereto would 
be control of the coast of Asia Minor. The 
Anatolian hinterland would for the time 
being be utilized for the settlement of 
Italy’s surplus population. On the basis 
of special sources of information to which 














ee 











. 








1926 WORLD PROBLEMS IN REVIEW 471 


the Grecian Deputy had access, he indi- 
cated Italy’s anti-Anatolian preparations 
on the land, on the water, and in the air. 


Greece and Turkey 


It is one of those ironies of world his- 
tory that the Grecian danger against which 
Turkey had been warned has now, thanks 
to Greece—i. e., the abrupt change in her 
foreign policy and her leaning toward 
Italy—been given the force of reality; for 
Greece is and will remain an enemy of 
Turkey, in the latter’s opinion. 

Grecian aspirations may have somewhat 
changed their course; they may, particu- 
larly after the agreement with Italy, have 
been diverted from Anatolia—at least in 
part—and have dwelt more on Thrace. 
Their intensity, however, has by no means 
declined since the day when over a million 
Grecian refugees poured back into Greece 
from Turkey and these exert enormous 
political influences on the people and on 
the government, thanks to the strength of 
their organization. When Pangalos set up 
his candidacy for President of the Repub- 
lic, it happened, as he himself states, that 
he was urged thereto in the first instance 
by the 300 refugee organizations, which, 
as is well known, are directed by a central 
body. 

In addition, there exists a Mikrasiatikon 
Politikon Kentron (Political Center of 
Asia Minor), which is a party organization 
and whose program conforms to its name. 
“The intentions and ideas underlying the 
return of the Grecian refugees,” according 
to a recent issue of the Vakit, in connec- 
tion with the Greco-Italian rapproche- 
ment, “are not mere words. The refugees 
are maintaining a military organization 


and are training.” 


Greek Problems and Italian Influence 


It thus becomes quite clear that the 
misery of the majority of the refugees, 
recently certified to by no less an authority 
than the former Finance Minister Kofinas, 
in the Hleftheros Typos, as well as the 
growing nostalgia for an abiding place 
where material success had attended them, 
in connection with the army’s harbored 
idea of revenge, must provide a more pow- 
erful impetus than does the Italian’s colo- 
nial dreams. It was the combination of 
these two elements which first opened Tur- 


key’s eyes to the real Italian danger, to 
which such leading Turkish politicians and 
publicists as the Deputy from Kars, Agha 
Aglon Achmed, the Deputy from Trebi- 
zond, Nebi Zadeh Hamdi, and others have 
referred so pointedly. 

Italy’s past policy in the Balkans is, in 
the opinion of Turkish politicians, but an- 
other link in the chain of Italian encir- 
cling and isolation tactics toward Turkey. 
Placed within the dimensions of world 
politics, Agha Aglon Achmed, and he is 
essentially supported by the above-noted 
statements of the Grecian deputy, sees a 
duel taking place in the Balkans between 
Italy and France. 


Fear, Not Logic, Controls Situation 


Apparently it is a mark of our politi- 
cally infirm time that such great disturb- 
ances as were occasioned throughout the 
entire Near East by the announcement of 
Italy’s new colonial policy are not based 
on logic; they seem to be born out of a 
fear of the uncontrollable. As the entire 
Turkish press points out, a monstrous 
thing, such as an unprovoked Italian in- 
vasion of Anatolia would be, cannot be 
comprehended, for the fact that Italy 
needs colonies and drew the short end in 
the distribution of German colonies is a 
matter quite apart. Nevertheless, and this 
is characteristic, Turkish public opinion is 
not only ready to credit a policy of force 
of that sort to Fascist Italy and her 
leader, but the Turkish Government has 
felt justified in entering recently upon 
special defensive preparations. 


END OF THE MOSUL 
CONTROVERSY 


ITH the signing, on June 5, of the 

Anglo-Turkish treaty, the text of 
which is given in the /nternational Docu- 
ments section of this issue of the Apvo- 
CATE OF PEACE, an end has been put at 
last to the so-called Mosul controversy. 
Ratified now by the parliaments of the 
countries concerned, this treaty really 
represents the formal ending of the war 
between Great Britain and Turkey, which 
began in 1915 and the final conclusion of 
which has been retarded by various con- 
troversies between the two countries, 
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among which the Mosul question brought 
the two countries closest to a resumption 
of hostilities after the 1918 armistice. 


Practical Results of the Treaty 


The immediate practical results of the 
signing of the treaty are, in the first place, 
that the Mosul frontier disupte, which has 
fathered so much trouble in many fields 
of European diplomacy, is now at an end; 
secondly, that the Turks are rid of their 
besetting fear of aggression from the south 
by the clause which prohibits propaganda 
on either side in the territory of the other. 
The Turks are likewise relieved of their 
anxiety about the encouragement of a 
separatist movement among the Kurds. 

The treaty should also convince the 
Turks that there is no longer any prac- 
tical question of the reimposition of 
European capitulations on Turkey. It 
will strengthen Turkey’s international 
status and will give a fillip to trade, 
certainly to the benefit of Turkey and 
perhaps to the benefit of Great Britain. 


Exchange of Notes on Oil Royalties 


On the day of the signing of the treaty, 
notes were exchanged by the signatories 
on the question of oil royalties. The first 
of the two notes exchanged contain the 
following offer on the part of Great Brit- 
ain and Iraq to Turkey: 


With reference to Article 14 of the treaty 
signed by us today, we have the honor to 
declare that if, within twelve months from 
the coming into force of this treaty, the 
Turkish Government desires to capitalize its 
share of the royalties mentioned in the said 
article, it shall notify the Iraq Government of 
its desire, and the latter, within thirty days 
after the receipt of this notice, shall pay to 
the Turkish Government in full satisfaction 
on account of this article the sum of £500,000 
sterling. 

On the other hand, it is understood that the 
Turkish Government undertakes not to divest 
itself of its interests in the said royalties 
without previously giving the Iraq Govern- 
ment the opportunity of acquiring those in- 
terests at a price not higher than that which 
any third party may be ready to pay. 

It is agreed that the present exchange of 
notes constitutes an integral part of the 
treaty signed today. 
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The second note contains the Turkish 
reply, acknowledging the receipt of the 
British offer. 


MEETING OF THE LITTLE 
ENTENTE 


HE Little Entente Conference held 

in Bled, Yugoslavia, was much shorter 
than had been anticipated. It was sched- 
uled to last for three days, but was practi- 
cally over in one. The principal reason 
for this was the precarious position of M. 
Benesh, the Czechoslovak Minister of For- 
eign Affairs. 


The Official Communique 


The official communiqué says that the 
three Foreign Ministers, M. Benesh 
(Czechoslovakia), M. Nintchitch (Yugo- 
slavia), and M. Mitilineu (Rumania), 
paid particular attention to the situation 
in central and eastern Europe, which is 
not altogether satisfactory from the point 
of view of the Little Entente, but one 
gains the impression that no decision was 
taken except in the matter of the Bul- 
garian loan, in which it was decided that 
the Little Entente would demand the ap- 
pointment of a Yugoslav delegate to the 
Control Commission, which will supervise 
the employment of the proceeds of the 
loan by Bulgaria. 

The States of the Little Entente main- 
tain their point of view on the question of 
relations with Soviet Russia, in which 
each of them has liberty of action, but 
the conclusion of the German - Soviet 
Treaty seems to have had the effect of mak- 
ing Yugoslavia and Czechoslovakia cau- 
tious. These two Slav countries now in- 
cline to turn away from Moscow, which, 
in their view, cannot persist in the German 
alliance. 

The deliberations at Bled, which took 
place in an atmosphere of uncertainty, 
were of a preparatory nature, and this 
explains why the next meeting of the 
Little Entente is to take place at Geneva 
on the eve of the assembly of the League 
of Nations in September, when the States 
of the Little Entente will have to take im- 
portant decisions in connection with the 
admission of Germany. 
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The Work of the Conference 


While the official communiqué is rather 
vague, the statements in various Belgrade 
newspapers fill some of the gaps. The 
Samouprava, referring to the problem of 
the Council of the League of Nations, 
states that the Little Entente will advocate 
the system of having nine non-permanent 
seats as granting an almost permanent seat 
to this group of States. All the news- 
papers welcome the unity shown by the 
three States at Bled and lay emphasis on 
the fact that the meeting was mainly occu- 
pied with the questions of Hungary, Bul- 
garia, and the League of Nations. 

M. Mitilineu, the Rumanian Foreign 
Minister, informs the Pravda that two de- 
cisions were prepared at Bled, between 
which Geneva must decide. One of them 
will be announced after a decision has been 
come to at Geneva in regard to the reor- 
ganization of the Council. Turning to the 
question of the Bulgarian loan, he said 
that the Little Entente did not oppose a 
loan for humanitarian purposes, but it was 
inadmissible that such a loan should be 
put to a political use, and it was therefore 
essential that Bulgaria’s neighbors should 
have a voice in the control of the loan. 

The Vreme states that M. Benesh re- 
ferred to the Hungarian question in con- 
nection with the numerous cases of forger- 
ies. M. Mitilineu addressed the confer- 
ence on the subject of komitaji activities 
in the Dobruja, and M. Nintchitch made a 
similar report regarding the komitajis in 
southern Yugoslavia, stating that an im- 
provement in the relations with Bulgaria 
would only be possible after the disband- 
ment of the Macedonian Committee, which 
Yugoslavia had repeatedly, but fruitlessly, 
proposed to various Bulgarian govern- 
ments, including that of M. Liaptcheff, the 
present Prime Minister. The conference 
then “adopted the Czech thesis for joint 
energetic action to check the attempts of 
Hungary to escape from her liabilities 
under the treaties with the same unanim- 
ity as the Yugoslav proposal for a united 
policy regarding the activities of the komi- 
tajis organized by the Bulgarian State.” 


SECOND YEAR OF THE 
DAWES PLAN 


HE Agent-General for Reparation 

Payments has issued a report con- 
cerning the first nine months of the second 
year of the Dawes Plan, which began on 
August 30, 1925. The report is of im- 
portance, not only as showing the progress 
of the Dawes Plan and its effect on Ger- 
many, but also as a survey of the present 
financial position of the country. The 
Dawes Plan regarded the second annuity 
year as the preliminary period of economic 
rehabilitation, and it fixed the annuity 
payable by Germany at rather less than 
one-half the full annuity of a standard 
year. The entire burden of this second 
year is made up of charges upon the Ger- 
man budget, railways and industry, being 
thereby differentiated from the first year’s 
payments, when four-fifths was derived 
from the German External Loan. 


Payments Actually Made 


The second year’s payments were made 
under the shadow of the crisis which has 
accompanied the process of readjustment 
in German industry. This crisis lasted 
throughout the winter and it was not until 
spring was well advanced that the signs of 
a return to normal conditions became ap- 
parent. The report observes that credit 
conditions then became more normal than 
at any time since the stabilization of the 
German currency, that throughout the en- 
tire period Germany kept financially 
sound, and that some tendency towards re- 
covery is now beginning to appear. It is 
more remarkable that during the period 
of crisis Germany has made regularly and 
punctually the payments required. The 
current transfers to the creditor Powers 
have gone forward without disturbing the 
exchange. 

During the nine months of the second 
annuity year Germany has paid a total of 
821,425,000 gold marks (in round figures 
£41,000,000) out of the 1,220,000,000 
gold marks (£61,000,000) required by the 
Dawes Plan. The money has been paid 
promptly, and in some cases Germany has 
taken advantage of an arrangement by 
which she benefits to the extent of 6 per 
cent by discount for payment in advance. 
The sources of income are: 
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(1) Interest on the reparation bonds of 
the German Railway Company. 

(2) The first payment of industrial de- 
bentures. 

(3) A contribution from the German 
budget. 

(4) The yield of the transport tax. 

The amounts received under these heads 
were respectively 400,000,000 marks, 62,- 
500,000 marks, 190,000,000 marks, and 
168,925,000 marks. 


Distribution of Revenue 


The report gives a full account of the 
distribution of the revenue under the Spa 
percentage scheme to the several creditor 
Powers. Of the British share, amounting 
to 166,384,000 marks, the Army of Occu- 
pation absorbed 15,537,000 marks, and 
there was a small cash transfer of 313,000 
marks. Practically the entire balance of 
150,532,000 marks was paid through the 
Reparation Recovery Act in the form of 
its sterling equivalent at the Bank of Eng- 
land. 

The other creditor nations have been 
paid, for the greater part, by deliveries in 
kind. The United States has laid no claim 
to its share, amounting to more than 13,- 
000,000 marks, but has allowed it to re- 
main to its credit (together with the 15,- 
000,000 marks of last year) on the books 
of the Agent-General. Japan has also left 
almost the whole of its share in the second 
year untouched. The service of the Ger- 
man External Loan, which is a first charge 
on the scheme, has proceeded regularly in 
accordance with the terms of the general 
bond by which the loan is secured. 

The trustee of the German Railway 
bond states that he has canvassed the pos- 
sibilities of placing some of these repara- 
tion bonds on the world’s investment mar- 
ket, but found that the time had not yet 
come to attempt any sale. It was impos- 
sible to predict when the time would 
arrive. 

Review of German Conditions 


In connection with the report of the 
Reichsbank Commissioner, the Agent-Gen- 
eral makes a comprehensive review of the 
present financial and economic situation 
in Germany today. He reports that the 
Budget for the first time since 1911 has 
been adopted before the beginning of the 
year to which it relates. The public debt 
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of the Reich has been further reduced, 
though those of the States and communes 
have shown an upward tendency. The 
stability of German currency, he observes, 
continues to be maintained both in rela- 
tion to other gold currencies and in its 
internal purchasing power. 

With regard to German foreign loans, 
he mentions the view that the aggregate 
foreign debt of Germany has not changed 
materially during the last 12 months, the 
large volume of long-term issues having 
really replaced short-term debts already 
owed abroad and now repaid. He records 
the tendency for certain German issues 
placed abroad to flow back into the hands 
of German investors and German banks. 


GERMAN CREDITS TO RUSSIA 


i R long delay an agreement has been 
reached between the Soviet Govern- 
ment and a syndicate of German banks for 
the financing of the 300,000,000 marks 
credit scheme with a partial government 
guarantee. Herr Curtius, the Minister for 
Economic Affairs, gave the Budget Com- 
mittee of the Reichstag the following ex- 
planation of the scheme. 


Details of the Credit Scheme 


The scheme, he said, was worked out by 
the German Government at the beginning 
of this year with the idea of improving 
the difficult marketing conditions with 
which German industry was faced and at 
the same time consolidating economic re- 
lations with Soviet Russia in accordance 
with the aims of the Soviet - German 
Treaty of last October. The execution of 
the scheme was divided into two distinct 
phases—the organization of the Govern- 
ment guarantee and the financing of 
orders on the basis of that guarantee. The 
Minister did not go into details of the 
first phase, the outlines of which, however, 
it may be of interest to recall. 

The Reich and State governments have 
undertaken to give a 60 per cent guarantee 
on deliveries of German goods on two and 
four-year credits up to the total amount 
of 300,000,000 marks. The Reich’s share 
of the guarantee is 35 per cent and that of 
the individual States 25 per cent. The re- 
maining 40 per cent of the risk is taken by 
the firms. The guarantee is so arranged 
that the firms take 20 per cent of the risk 
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alone and the remaining 80 per cent is 
borne by the State and the firms in the 
ratio of three to one. As the Soviet’s pay- 
ments come in the responsibility dimin- 
ishes in that proportion until 80 per cent 
of the value of the order has been received. 
The remaining 20 per cent then remains 
at the sole risk of the firms. 

It is laid down that, of the 300,000,000 
marks credit thus provided for, part shall 
be granted on big orders and heavy ma- 
chinery and other equipment for whole 
factories or other institutions and half on 
smaller orders for single machines or ve- 
hicles. The maximum term of credits for 
the larger orders is four years and for the 
smaller orders two years. The products 
for the export of which these facilities are 
given have been strictly defined. Articles 
of consumption are not included, and most 
of the approved products are such as may 
be expected to bring in replacement orders 
automatically for years to come. All ar- 
rangements for the careful examination 
of applications for the guarantee were 
completed by the middle of April, when 
the guarantee scheme formally came into 
force. 

Financing Deliveries 

The financing of the deliveries was a 
thing apart. The government left it to 
the firms and their banks. Large under- 
takings might arrange it without much 
difficulty, but the numbers of small firms 
which the scheme was specially intended 
to benefit required assistance. The situa- 
tion is well illustrated by figures given by 
Herr Curtius, who announced that up to 
now, that is to say, in the absence of a 
general financing arrangement applica- 
tions for the government guarantee had 
been received for orders to the value of 
14,000,000 marks. Applications for the 
approval of proposed transactions under 
the scheme have been received to the value 
of over the 300,000,000 marks, but only in 
the case of 14,000,000 marks’ worth have 
the exporting firms reached the stage of 
having arranged the financing, and there- 
fore of being entitled to the guarantee. 

In order to overcome this difficulty it 
was proposed that the Soviet Government 
and a German bank syndicate shoud nego- 
tiate an arrangement for the granting of 
the bulk of the 300,000,000 marks credit. 
The government, as Herr Curtius said, 


although it had left the financing of the 
deliveries to be arranged privately, had 
from the first placed its services at the dis- 
posal of those concerned and had sought, 
as an honest broker, to overcome the diffi- 
culties which stood in the way of the agree- 
ment between the Soviet Government and 
the banks. The German banks, the Min- 
ister went on, did not feel disposed to 
grant better terms for long-term credits 
to Soviet Russia than were customary in 
domestic transactions of the same nature. 
It may be noted that this has always been 
the official explanation of the banks’ atti- 
tude, but it has been generally understood 
that the banks were insisting on stiff 
terms, because, in spite of trade treaties 
and treaties of friendship, they continued 
to regard business with Soviet Russia as 
involving considerable risk. 
Coming to Terms 


The Soviet Government would not ac- 
cept the Germans’ first proposal, which, 
with interest and commission based on the 
then Reichbank’s rates, ran to something 
over 11 per cent. According to Herr Cur- 
tius, the Soviet negotiators were not dis- 
posed to pay any commission at all. A 
considerable delay occurred, Herr Curtius 
explained, through a proposal to undertake 
the financing made by a foreign banking- 
house at the end of February. The Ger- 
man Government, although from the first 
it saw little chance of this foreign proposal 
coming to anything, nevertheless, at the 
request of the Soviet Government, endeav- 
ored to facilitate the negotiations. So far 
the final answer of the foreign group has 
not been received. The group referred to 
is the Harriman group, which is known to 
have considered the scheme and is under- 
stood to have been hampered in the nego- 
tiations by the disapproval of the United 
States Government. 

In the meantime the negotiations be- 
tween the Soviet Government and the Ger- 
man banks, with the personal assistance 
of Herr Curtius, have at last led to an 
agreement independently of the foreign 
proposal, The German banks have agreed 
to finance between 120,000,000 and 150,- 
000,000 marks of the 300,000,000 marks’ 
worth of orders. The rate of interest is to 
be 1 per cent more than the prevailing 
Reichsbank rate and 1.9 per cent commis- 
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sion. As the Reichsbank rate was recently 
reduced to 6.5 per cent, the full rate is 9.4 
per cent. The German Government en- 
couraged the syndicate at the last minute 
to agree to these terms by offering redis- 
counting facilities for 35 per cent of the 
credits involved. 


GERMAN COLONIAL CLAIMS 


HE Inter-Party Colonial Association 
of the German Reichstag, which is not 
an official body, but merely an association 
of members interested in colonial matters, 
has issued a protest against recent state- 
ments about the British tenure of Tang- 
anyika, made by Mr. Amery, the British 
Secretary of State for Colonies. On June 
11, speaking at the East Africa dinner, 
Mr. Amery said it is an entirely mistaken 
notion that there is something temporary 
and uncertain in the British tenure of 
Tanganyika. The British mandate is in 
no sense a temporary tenure or lease from 
the League of Nations, but is rather, what 
might be called in lawyer’s language, a 
“servitude” involving an obligation to ob- 
serve certain rules of conduct in the ad- 
ministration of the territory. Great Brit- 
ain holds Tanganyika not only under an 
obligation to the League, but also in her 
own right under the Treaty of Versailles. 
Dr. Schnee, a former governor of the 
territory, then known as German East 
Africa, who never misses an opportunity 
of controversy on the colonial question, 
immediately challenged in the German 
press the correctness of Mr. Amery’s in- 
terpretation of the mandate. 

Writing in the Deutsche Allegemeine 
Zeitung on June 18, Dr. Schnee objected 
that Mr. Amery was describing just the 
opposite of the real situation by making 
the British possession of the territory the 
primary element and the obligation to the 
League secondary, whereas, according to 
the terms of the League of Nations Cove- 
nant, Great Britain is only exercising a 
mandate on behalf of the League. There 
is not a single word in the Treaty of Ver- 
sailles about Great Britain taking posses- 
sion of any German colony. Germany’s 
renunciation of her colonies was in favor 
of the Allied and Associated Powers. It is 
important to know whether Mr. Amery 
was speaking for himself alone or whether 
he had the authority of the whole British 
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Cabinet behind him. If he had the au- 
thority of the Cabinet, a very serious situ- 
ation would arise. It would mean that 
Great Britain, while talking about a peace- 
ful League of Nations policy, would actu- 
ally be pursuing a policy of annexation. 
The League of Nations, international rec- 
onciliation and understanding, would re- 
main empty words. Nobody could have 
confidence if a trustee sought to gain pos- 
session of the estate entrusted to him. 

When Germany enters the League, Dr. 
Schnee continued, it is to be expected that 
Great Britain will return the territory for 
which she is trustee to its original owner. 
The argument that Germany is unfit to 
administer colonies had long been proved 
unsound. Dr. Schnee referred to his book, 
“German Colonization, Past and Future.” 
At Locarno the Powers, including Great 
Britain, had recognized Germany’s claim 
to colonial mandates. It was widely ad- 
mitted that she could not be permanently 
barred from colonial activity, and she 
could never give up her claim. 

Mr. Amery, speaking at the Corona Club 
dinner on June 23, remarked that he need 
only say, in answer to Dr. Schnee and 
other critics, what Joseph Chamberlain 
once said in answer to somewhat similar 
criticism from the same quarter: “What I 
have said I have said.” 

The Colonial Association of Reichstag 
members protests that Mr. Amery’s state- 
ment is in direct contradiction to the 
League Covenant, which forms an integral 
part of the Treaty of Versailles, because, 
according to Article 22, the Mandatory 
Powers are merely entrusted with the tu- 
telage of the peoples dwelling in the man- 
dated territories and have to exercise it as 
mandatories on behalf of the League. Not 
only, according to the protest, does Mr. 
Amery’s statement ignore the provisions 
of the League Covenant and violate the 
rights of the League, but it is fundament- 
ally in opposition to the German claim, 
expressly recognized by the other Powers 
at Locarno, to participate in the adminis- 
tration of colonial mandates. 


OF PEACE 


OPENING OF THE EGYPTIAN 
PARLIAMENT 


HE recently elected Egyptian Parlia- 
ment was opened on June 10 with the 
same ceremony as on former occasions. 
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King Fuad, in the uniform of an Egyptian 
Field Marshal, drove in State with Adly 
Pasha Yeghen, the Prime Minister, from 
the Abdin Palace. Lord Lloyd, the High 
Commissioner, who was in Ambassador’s 
uniform, was accommodated in a separate 
box in the center of the lower tier next to 
that of the Diplomatic Corps. On the 
Royal platform to the right of the King 
were the princes and to the left the Min- 
isters, headed by Adly Pasha, Hussein 
Pasha Rushdi, President of the Senate, 
and the Royal Household, with Said Pasha 
Zulfikar, Grand Chamberlain, and Tewfik 
Pasha Nessim, head of the Royal Cabinet, 
at the foot of the dais on either side. King 
Fuad handed his speech to Adly Pasha, 
who read it, and then returned it to 
His Majesty; whereupon Hussein Pasha 
Rushdi called on the Assembly for cheers 
for the King. King Fuad then returned 
to the Abdin Palace, whither the Senators 
and Deputies hastened in order to inscribe 
their names. The occasion aroused little 
popular enthusiasm, the crowds in the 
streets being smaller than usual; King 
Fuad and Lord Lloyd, it was noticed, were 
received with shouts of “Long live Saad” 
(Zaghlul Pasha). Zaghlul Pasha was 
hailed with cheers as he entered the 
Chamber. 


Speech from the Throne 


The speech from the throne was shorter 
than usual and was moderate in tone. 

It opened with an expression of pleasure 
that in the recent election the nation had 
affirmed its union and a sincere desire to 
forget past conflicts and eliminate all 
causes of discord. The government, it 
said, intended to strengthen the parlia- 
mentary régime and compel everyone to 
respect the constitution, to elaborate a law 
establishing the rights and duties of offici- 
als and protect them from prejudice re- 
sulting from changes of government. 
Education and sanitation were to receive 
special attention. The government would 
give its consideration to the best means of 
improving the fiscal régime, including cus- 
toms, and to measures to improve existing 
resources and create new resources neces- 
sitated by the continually increasing popu- 
lation of Egypt. 

The speech laid stress on the friendly 
relations which existed between Egypt and 
foreign powers and the enjoyment of their 


national in Egypt of security and tran- 
quillity. The government would make it 
one of its special objects to tighten those 
friendly bonds while safeguarding Egyp- 
tian interests and reassuring the safety 
and interests of foreigners. The speech 
continued : 


The Government particularly concerns itself 
to establish between the British and Egyp- 
tian nations and their respective governments 
mutual confidence and cordial relations, and 
to prepare an atmosphere of good understand- 
ing which will permit Egypt to enjoy com- 
plete independence. The government consid- 
ers that the measures taken in the Sudan 
cannot impair Egypt’s legitimate claims, 
which remain what they were, and will do all 
that is possible to reach in this conection a 
solution giving Egypt satisfaction. 


The speech stated that the government 
would take steps to secure Egypt’s admis- 
sion to the League of Nations and her par- 
ticipation in international life. It noted 
with satisfaction that Egypt had taken 
part in a certain number of congresses 
summoned by the League. It was an- 
nounced that the agreements concluded 
with Germany, France, and Italy during 
the non-parliamentary period would be 
submitted to parliament. 

The reference in the speech to the Sudan 
was enthusiastically received. 


Zaghlul Pasha’s Speech 


Zaghlul Paha, the intransigent leader, 
who had to refuse the premiership because 
of the British protests, was elected Presi- 
dent of the Chamber, and two of his warm 
supporters were elected vice-presidents. 

There were significant passages in 
Zaghlul Pasha’s speech of thanks on his 
election as President of the Chamber. He 
expressed the hope that the Chamber 
would elaborate legislation which would 
ensure a continuous Parliamentary régime. 
He would call the Cabinet a coalition, 
since a coalition connoted that one of the 
parties forming it had not an absolute 
majority. The Cabinet was a ministry of 
national union. 

He said that Adly Pasha, to whom he 
paid a warm tribute, was not Prime Min- 
ister because he represented the Liberals, 
but because he represented the idea of 
national union, toward the realization of 
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which all were working, and it would have 
been incomprehensible if he (Zaghlul), 
who belonged to the majority, had chosen 
for the head of the Cabinet a member of 
another party. He added that his party 
supported the Cabinet, but their support 
was not blind and it would criticize what- 
ever it did not approve. 


HINDU-MOSLEM HOSTILITY 
IN INDIA 


N THE last few weeks there has been a 

rather marked revival of hostility be- 
tween the Hindu and the Moslem popula- 
tions of India, which is of long standing 
and breaks out periodically with greater 
or lesser acuteness. Fierce riots occurred 
on July 1 in Bengal, and police forces have 
been greatly strengthened in Allahabad. 
A somewhat disturbing symptom is the 
resolution recently passed at a Moslem 
meeting at Lahore asking the government 
to allow others to carry swords, as the 
Sikhs carry kirpans (daggers). This is 
an echo of the Rawal-Pindi rioting, where 
a number of Moslems were killed by Sikhs. 


Rapid Growth of Hostility 


The Simla correspondent of the London 
Times reports that the Hindu - Moslem 
tension in India is probably greater at the 
present moment than at any other time 
within living memory. While the Moslem 
Bakr-Id festival passed off much more 
quietly than was anticipated, there are two 
other religious festivals of first import- 
ance—the Mahomedan Moharram and the 
Hindu Dasehra— due to be celebrated 
within the next few weeks, and there is 
considerable anxiety about them. 

The most dangerous places at present 
are in the United Provinces, Bengal, and 
the Punjab, in all of which more or less 
serious outrages have occurred recently. 
The repercussions of the trouble at 
Rawal-Pindi on the warlike Punjabis, as 
well as in other parts of India, are bound 
to be great. In Delhi, the capital of 
India, the authorities have been pre- 
occupied for weeks with the problem of 
maintaining the peace. The same may be 
said of Lucknow. Since the Calcutta 
riots one place after another in Bengal has 
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reported outrages of a communal kind, 
chiefly the destruction of places of worship 
and the destruction of idols. There have 
been a Hindu-Moslem riot in Malabar, 
a fracas in Hyderabad, and one or two 
incidents in Jansshedpur. The old quarrel 
over music before mosques has an im- 
portant place in the daily press, and the 
Bengal pact between Hindus and Moslems 
which was arranged by the late Mr. C. R. 
Das has become a dead letter. 


Causes of the Tension 


As to the causes of the tension, there 
are those who maintain that it is due 
largely to the reforms, which have forced 
Hindus and Mahomedans, particularly 
the latter, to look to their communal 
interests and communal organizations in 
preparation for the day when the Govy- 
ernment of India will be in the hands of 
the people. This, they say, has given 
new strength and a new direction to 
traditional animosities based on religion 
and has carried them into the sphere of 
economics and politics. The Congress 
politicians, on the other hand, indig- 
nantly repudiate this reading of the situ- 
ation and ascribe the present discontent 
to the system of communal electorates, 
which, they say, tends not only to per- 
petuate but to widen communal differ- 
ences. 

The reforms, and particularly the in- 
stitution of the communal electorate, have 
to some extent focused Hindu-Moslem 
differences. But the fault is not in the 
reforms. The system of communal elec- 
torates owes its existence to the wish of 
the Mahomedans, as expressed by the Mos- 


lem League shortly before the introduc- 


tion of the Morley-Minto Councils in 1909. 
Conscious of their position as a permanent 
minority in India, the Mahomedans were 
not content to trust their fortunes to a 
mere counting of heads. They wanted 
some guarantee of adequate representa- 
tion in the new Councils, and they found 
it in the communal electorate. And when 
the reforms of 1919 were proposed they 
desired the continuance of this system. 


Non-co-operation 
But there are other factors. Unques- 


tionably the non-co-operation movement 
is largely responsible. This movement bred 
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a contempt of authority and a feeling of 
hostility to the forces of law and order, 
of which some of the evil fruits are now 
being reaped in the shape of these com- 
munal riots. Again, the Shuddhi move- 
ment, which aims at reconverting to Hin- 
duism those who had embraced Christian- 
ity and Islam, and the widespread India 
Sangathan, or Hindu Association move- 
ment, whose objects are the defense and 
maintenance of Hindu interests, have had 
the inevitable effect of rousing Mahom- 
edan communal feeling. 

That is not to say that either of these 
movements was meant to have that effect. 
But the attention devoted to their sec- 
tional interests by the Hindus naturally 
stimulated the Mahomedans to do likewise 
and thus created a situation likely to lead 
to conflict. In these four years, too, the 
Indian National Congress has fallen 
farther and farther into the background 
and the communal organizations, the Mos- 
lem League, and the Hindu-Mahasabha 
have engrossed the attention of the Ma- 
homedan and Hindu masses respectively. 
The Times correspondent concludes that 
in this manner it has come about that 
Hindus and Mahomedans are each con- 
centrating more and more on the promo- 
tion of their own particular interests to 
the utter disregard of the general welfare. 


RECENT PROGRESS IN 
AFGHANISTAN 
r is seven years now since the present 
Emir of Afghanistan, Amanullah 
Khan, succeeded to the throne of his 
father, Habibullah, who had been mur- 


ered at Jalalabad. At that time the 


new Emir had his head full of plans and 
projects, and he regarded it as his princi- 
pal task to be a modern and enlightened 
monarch of his country, as he conceived 
In all his efforts at re- 
form he has been opposed to this day by 
the old Afghans, whose exponents were 
the priesthood and, in the Cabinet, Abdul 
Aziz, the Minister of the Interior ; in their 
eyes his schemes were godless and detest- 
able. Yet his basic idea was without ques- 
tion sound and reasonable. He sought as- 
sociation with the civilized Powers of the 
West and emergence from the past polit- 
ieal and economic isolation of Afghanis- 
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Development of Irrigation 


After a recent journey through Afghan- 
istan, a correspondent of the Manchester 
Guardian reports that there can be no 
question of the beneficial nature of the 
reforms which aimed at increasing the 
cultivable area in Afghanistan. In this 
country every inch of the ground is de- 
pendent on artificial irrigation, and wher- 
ever the irrigation engineer brings water 
there is a rapid development of agricul- 
tural colonies. Of the six million inhabi- 
tants of Afghanistan, a quarter to a third 
are nomads, and every success in attaching 
nomads to the soil represents economic ad- 
vance for the country and a secure source 
of revenue for the government, and thus 
a productive investment of capital. 

North of Kabul, at the foot of the 
Hindu Kush, the waters of the Panjshir 
are to be used to irrigate 60,000 to 70,000 
djeribs of land in the Bagram Desert, suf- 
ficient for a colony of about ten thousand ; 
the works here have been in progress since 
1924. At Ghazni, ninety miles south of 
Kabul, a valley is being dammed up, and 
this work will be completed in the present 
year. 

A small dam was constructed at the end 
of 1924 across a valley at no great distance 
from Kabul, on the road to Jalalabad. 
There are plans for irrigation works in the 
province of Kandahar, based on the regu- 
lation of the Helmand and the Arghandab, 
but they have not yet got beyond the pro- 
ject stage, though this work is as urgently 
needed as anything. 


Appearance of Doctors, Teachers and Engineers 


Of great benefit is the work of the Euro- 
pean doctors, who are, unfortunately, con- 
fined as yet to Kabul; they have checked 
in some measure the quackery of native 
Afghans and Indian medicine-men, though 
they have by no means extirpated it. A 
certain number of doctors went for a time 
into the provinces, but all had to return, 
owing to ill health or for personal reasons, 
a regrettable fact, especially as their work 
was calculated to help to remove the gen- 
eral hostility to foreigners among the pop- 
ulation. 

The silkworm-breeding begun by the 
Italians in Kabul, Tabl-u-Seraj, and Jala- 
labad seems likely to be of value to the 
country, the climatic conditions being very 
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suitable. The same may be said of the 
cotton and sugar culture begun by a Ger- 
man specialist in Mazar-i-Sharif, the chief 
town of Afghan Turkestan. The mining 
engineers, metallurgists, chemists, and 
geologists here are confined at present, and 
likely to be so for a long time to come, 
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to purely exploratory work in locating and 
assessing the mineral deposits of the coun- 
try. The minerals can be of no use to the 
development of an Afghan heavy industry 
until the country has roads that can be 
traversed by motor lorries, not to mention 
railways. 





FOREIGN DEBTS AND 


AMERICAN PROSPERITY 


By ANDREW W. MELLON 
Secretary of the Treasury 


(Eprror’s Note.—The following article is 
an excerpt from a speech delivered by the 
Secretary of the Treasury before the Union 
League Club of Philadelphia.) 

i 


AR is a supreme effort. In it the 

individual merges his individuality, 
his prejudices, and himself into the 
national spirit. With peace, this union of 
all in a common cause disappears. Again 
arise selfishness and controversy exagger- 
ated by the fact that victory has not meant 
ease, but only more work. A nation’s ef- 
fort to win the peace is much less effective 
than its effort to win the war, and to my 
mind this is the reason why we find recon- 
struction so difficult. We put every effort 
into fighting the flood, and we hate the 
drudgery of clearing the land of the mud 
and stones left by the retiring waters. But 
this work must be done, and it requires 
clear eyes to see that we Americans are 
acting in our own true interest in helping 
others restore peace conditions. I wish to 
touch briefly upon some of the aspects of 
this fiscal restoration in Europe and of 
our own direct concern therein. 

If we think of the financial reorganiza- 
tion of Europe along the same general 
lines as the reorganization of some large 
industrial corporation heavily involved af- 
ter a severe depression, I think we can 
visualize in terms by which you as business 
men will readily understand the problems 
requiring solution. When through mis- 
management or misfortune a corporation 
has become financially embarrassed and a 
plan for its future is to be worked out, 
the reorganization managers must consider 
three things: 

First, the expenses must be cut and 
sales increased so that operating loss be 
changed to operating profit. With a gov- 


ernment, this means that its budget must 
be balanced. 

Second, the demand liabilities of the 
corporation must be determined and their 
payment so arranged that the operation 
can meet its obligations as they mature 
in the future. With a government, this 
means the funding of its foreign indebted- 
ness, now principally the inter-Allied war 
debts. 

And, finally, the corporation must ob- 
tain new capital so as to pay obligations 
which cannot be funded and to make im- 
provements which will reduce costs and in- 
crease sales. With a government, this 
means the obtaining of new loans abroad 
to stabilize the currency and make pro- 
ductive the industries of the country. 

The first problem, as you see, is entirely 
a matter of internal management. We in 
America have nothing to do with the bud- 
get of another nation, either in the treas- 
ury or as private lenders of capital. There 
is the fact, however, that a nation will 
find difficulty in selling bonds in America 
if it cannot show its ability to meet cur- 
rent expenses out of current revenues, just 
as it is impossible for reorganization 
managers to get new capital if they can- 
not show that their corporation can oper- 
ate in the future at a profit. So we do 
exert an indirect pressure upon even in- 
ternal affairs abroad. 

With the second problem the Govern- 
ment of the United States is directly con- 
cerned. We contributed liberally in loans 
to our Allies during the war, and we sup- 
ported them, and many of the new nations 
carved out of old countries in the period 
of their extreme distress immediately 
after fighting ceased. We have become, 
whether we like it or not, the most im- 
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portant creditor of Europe. In this ca- 
pacity we are like the general creditors of 
the embarrassed corporation. Our money 
is in and we want it out, but it is impos- 
sible to get more than the debtor can pay. 
If we insist upon too difficult terms, we 
receive nothing. We must then settle 
upon such terms as will give our debtor 
reasonable opportunity to live and to pros- 
per. More it will not pay and more we 
cannot collect. 

The third problem, that of new capital, 
is a matter for our private bankers and for 
our investors. It is not an American Gov- 
ernment question. Like those who are 
asked to put money into the reorganized 
corporation, before they part with their 
money our investors have a right to insist 
that the return be adequate, risk consid- 
ered; that the borrower shall have put its 
financial house in order, actually balanced 
its budget, and that the new loan shall 
contribute to the productive capacity of 
the borrower and thus assure the loan’s 
ability to pay its way. 

If, then, Europe is to be re-established 
on a sound basis, it must balance its bud- 
get, our government must settle the war 
debts, and the American investor intelli- 
gently and profitably invest his surplus 
capital abroad. 

Budget equilibrium has been reached by 
the European nations with some very im- 
portant exceptions, and all, I think, now 
appreciate the desirability of obtaining 
this balance and are earnestly working for 
it. We in the administration at Wash- 
ington have been doing our part. The flo- 
tation of foreign securities has become a 
common-place in our money market. We 
approach fiscal reconstruction in Europe. 

But the question asked is, What does all 
this reconstruction mean to the ordinary 
American, not an investor, not a banker, 
not an internationalist? I have outlined 
what must and is being done toward re- 
establishment of sound fiscal conditions in 
Europe. I can now show the material in- 
terest which every one of us here in 
America has to see that this stabilization 
is promptly effected. 

Modern trade consists, not in having 
each community sufficient for its own 
needs, but in specialization of production 
and in consumption throughout a large 
market. In the United States we may 


grow wheat in the Dakotas, corn in lowa, 
and fruit in Florida. We may make steel 
at Pittsburgh, automobiles at Detroit, and 
shoes in St. Louis. Through our efficient 
transportation system, we distribute ar- 
ticles to a market of 110 million people 
of great consuming capacity, speaking the 
same language, and separated by not a 
single customs barrier. In this market 
seems to me to lie the great industrial 
power of America. Certainly nowhere else 
in the world does such a favorable condi- 
tion to industrial strength now exist. We 
are enabled to manufacture cheaply be- 
cause we manufacture in quantity and in 
the territories where conditions of labor 
and raw material are most favorable, and 
we can, and do, pay the highest real wages 
in the history of labor. Our production, 
however, both in agriculture and in in- 
dustry, exceeds even the capacity of our 
great domestic market to consume. There 
is a surplus, and to dispose of this sur- 
plus we must reach markets abroad, which 
means having purchasers abroad with 
money or credit to buy. 

Europe last year took from us $2,500,- 
000,000 of our commodities, principally 
foodstuffs, cotton, copper, and automobiles. 
Cut that figure materially and consider 
its effect upon our prosperity. The in- 
dex of labor wages in 1925 was 222 as 
compared with 100 in 1913, the cost of 
living 178, and of wholesale prices 159. 
Industry has been able to pay these high 
wages because the large new investment 
in equipment, the adoption of more effi- 
cient methods, and a constructive spirit 
in the worker have made labor more effec- 
tive. The margin between costs and prices 
is small. If costs should go up by reason 
of lessened production or prices should go 
down by reason of narrower markets, the 
profit margin of industry might be ex- 
hausted and depression and wage readjust- 
ments follow. It is the same with agri- 
culture. If the exportable surplus can- 
not be disposed of abroad, then prices in 
this country will drop. We all need our 
best customer. 

Europe cannot continue to be a great 
consumer unless it be restored to health. 
If, however, we can help the nations 
abroad get on their feet, produce wealth, 
pay better wages, and buy, we share in 
their prosperity. Just let me give you an 
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instance. In negotiating the debt settle- 
ment with one of the smaller nations it 
was shown that the minimum of existence 
in that country, a scale at which the bulk 
of the peasants are now living, was $31 
per man per year. This included no meat, 
one suit of clothes, and one pair of sandals 
a year. Think what it would mean in the 
aggregate to us to have that country be 
able to increase the standard of living 
there so as to include meat once a week, 
a cotton shirt once a month, and another 
pair of shoes, and to have the bulk of the 
goods bought in America. Look around 
the United States and note the improve- 
ment in general prosperity through the 
increase in our own capacity to buy. 
Without such increase the automobile, the 
telephone, the electric light, the radio, 
would be but comparatively insignificant 
industries. As with Europe, so with the 
rest of the world, improvement elsewhere 
means improvement to us. 

Some of the debt settlements we have 
negotiated have been criticised because it 
is claimed that our failure to collect the 
last cent imposes an avoidable burden 
upon our taxpayers. I pass the practical 
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fact that we have, I believe, made for the 
United States the most favorable settle- 
ments which could be obtained short of 
force. This criticism is without perspec- 
tive and does not take conditions in their 
true relative importance. I should rather 
have solvent customers in the future which 
permit me to run a profitable business 
than insist upon terms of debt settlement 
which will again force my customers into 
bankruptcy. A business man would pre- 
fer making $100 in his business than be- 
ing repaid $5 of a debt. The farmer or 
the laboring man would rather have a 
market for our surplus in Europe than 
save a dollar of Federal taxes. 

I have spoken entirely from a material 
standpoint, not because I feel that America 
owes no moral obligation to assist other 
peoples to work their way out of the 
wreckage of war. We do, and we will, 
carry out this duty. I wish, however, to 
impress upon you the fact that the Ad- 
ministration believes not in charity, but 
in help, and our financial policies toward 
Europe are backed, not by sentiment, but 
by sense. 
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VII. FOREIGN DEBTS OF THE 
SMALLER EUROPEAN COUNTRIES 


N THE foregoing articles of this series 

we dealt with the debt problems of the 
five great international debtors of Eu- 
rope, namely, Germany, Great Britain, 
France, Italy, and Russia. From the 
point of view of the amounts involved, 
these five sets of debts represent the bulk 
of international indebtedness. But prac- 
tically all of the remaining countries of 
Europe also have foreign debts, and while 
the amounts involved in their cases are 
comparatively small, nevertheless the situ- 
ations confronting them add complexity 
to the already intricate problem created 
by the five great debtors. In this article 
we shall examine some of the outstanding 
features of the foreign debt position of 
the smaller European countries. 


Reparation Arrangements with Austria, Hun- 
gary, and Bulgaria 


The treaties of peace which terminated 
the World War were five in number, 
namely, that of Versailles with Germany, 
that of St. Germain with Austria, that of 
Trianon with Hungary, that of Neuilly 
with Bulgaria, and that of Sévres with 
Turkey. With the Treaty of Sévres, which 
was superseded in 1923 by the Treaty of 
Lausanne, we are not here concerned. But 
the other four treaties are of direct inter- 
est to us, because each one of them con- 
tains a provision for reparation payments 
by the respective country with which it 
was signed. In the second article of this 
series we examined the reparation pro- 
visions of the Versailles Treaty and traced 
the vicissitudes of the German reparation 
problem since the signing of that treaty. 
We shall now make a similar examination 
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of the reparation problem as relating to 
the remaining three countries upon which 
reparation liability was imposed by the 
peace treaties. 

Neither the St. Germain nor the Tri- 
anon treaties fixed the amount of repara- 
tion payments for which Austria and Hun- 
gary were made liable. In this respect 
the two treaties conformed to the prece- 
dent established in the Versailles Treaty. 
The determination of the precise amounts, 
of the manner of payment, and of the 
distribution of receipts was left to the 
Reparation Commission, which was given, 
in the case of Austria and Hungary, just 
as in the case of Germany, a sort of “blan- 
ket” mortgage on all the national re- 
sources of these countries as security for 
the carrying out of the reparation pro- 
grams. 

The conference at Spa, held in 1920, 
fixed not only the percentages of the total 
reparation payments from Germany to 
which each of the recipients was entitled, 
but also similar ratios for the distribution 
of the reparation receipts from Austria 
and Hungary. The total amounts due 
were not, however, fixed at that conference 
and were again left to a determination by 
the Reparation Commission. 

These amounts have not been fixed to 
the present day. On the contrary, be- 
cause of the events which led, in 1922 and 
1923, to international action, under the 
auspices of the League of Nations, for 
the financial salvaging of Austria and 
Hungary, the determination of these 
amounts has been definitely postponed for 
a period of twenty years. 

By virtue of the protocols of Geneva, 
signed in October, 1922, which placed the 
finances of Austria under the control of 
the League of Nations, Austria was freed 
from any reparation payments until 1943. 
Moreover, the Reparation Commission, 
prior to the signing of the protocols, 
agreed to waive its mortgage rights to cer- 
tain specified resources of the country. 
This was done in order to enable Austria 
to float a foreign loan secured by a part 
of the revenues of the government. 

In the case of Hungary the Reparation 
Commission was not quite so lenient. 
Under the League Reconstruction Scheme, 
which went into effect early in 1924, a 
schedule of reparation payments was pre- 
scribed to Hungary for a period of twenty 


years. However, these payments were 
made very small, averaging over the whole 
period about 10 million gold crowns 
(about $2,000,000) a year. 

Bulgaria was treated differently from 
Austria and Hungary, in that the total 
amount of her reparation liability was 
fixed by the Treaty of Neuilly. Under 
the terms of this treaty Bulgaria under- 
took to pay the allies the sum of 2,250,- 
000,000 gold francs in half-yearly pay- 
ments, spread over a period of 37 years, 
from January 1, 1921. The distribution 
of these payments among the recipients 
was fixed by the Spa Conference. 

The scheme for the distribution of all 
these reparation payments is very intri- 
cate. The receipts from Austria and Hun- 
gary are divided into two halves. Of the 
first half the Great Powers—i. e., France, 
Great Britain, and Italy—receive prac- 
tically the whole amount; of the second 
half Rumania and Serbia are the principal 
recipients. Of the Bulgarian payments 
the three great powers receive about 70 
per cent. Taking all these payments into 
account, we find that the distribution is 
approximately as follows: 
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The remaining 9 per cent is divided 
among the smaller allies, such as Greece, 
Portugal, ete. 


Liberation Payments of the Succession States 


In connection with the reparation obli- 
gations imposed by the peace treaties on 
Austria and Hungary, there is a rather 
curious arrangement affecting the five 
other so-called Succession States—i. e., 
those countries which contain territories 
formerly included within the boundaries 
of the Austro-Hungarian Monarchy, 
namely, Poland, Czechoslovakia, Rumania, 
Yugoslavia, and Italy. By virtue of 
special agreements, the governments of 
these countries undertook to make certain 
contributions “towards the expenses of 
liberating” the territories ceded to them. 

These liberation payments originated 
in the feeling, which was rather prevalent 
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at the time of the peace negotiations, that 
the territories in question should not be 
wholly freed from the reparation liability 
attaching to the countries from which 
they were separated. The total sum of 
the payments has never been fixed, though 
it was specifically provided in the original 
agreement that it should not exceed 1,500,- 
000,000 gold francs and should be divided 
among the various territories “on the ba- 
sis of the ratio between the average for 
the three financial years, 1911, 1912, and 
1913, of the revenues acquired by them 
from the former Austro-Hungarian Mon- 
archy.” 

However, four of the countries liable 
for these liberation payments are also en- 
titled to the receipt of certain amounts of 
reparation payments. Czechoslovakia 
alone has no reparation claims, since her 
territory was comprised in its entirety 
within the frontiers of the former enemy 
powers. Her liberation debt, therefore, 
if its total should ever be fixed, would be 
an actual debt. Poland has potential rep- 
aration claims. Article 116 of the Treaty 
of Versailles and article 187 of the Treaty 
of St. Germain reserved for Russia a pos- 
sible future claim on account of repara- 
tions, and the former Russian territory 
now included in Poland would share in 
this claim, which would be used to offset 
the liberation payments. As for Italy, 
Rumania, and Yugoslavia, their repara- 
tion claims are far in excess of any share 
of liberation payments that might be as- 
signed to them. 


Austro-Hungarian Pre-War Debts 


Besides imposing reparation and libera- 
tion payments on the countries carved 
wholly or in part from the territory of 
the former Austro-Hungarian Monarchy, 
the peace treaties with Austria and Hun- 
gary also provided for the general manner 
of handling the Austro-Hungarian debts, 
both those created before the war and 
those arising out of the war. These were 
to be partitioned among the various new 
States in accordance with percentages 
fixed by the Reparation Commission. In 


the last three years certain definite ar- 
rangements have been made with regard 
to some of these debts. 

The amounts involved are quite con- 
siderable. 


The territories which had for- 
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merly constituted the Austro-Hungarian 
Monarchy are nominally liable for no 
less than 18 billion crowns, or over 31% 
billion dollars at the pre-war rate of ex- 
change. However, most of these debts are 
expressed in paper crowns and have be- 
come practically worthless because of the 
depreciation of the crown; but something 
like one-quarter of the total indebtedness 
is expressed in gold or in stable foreign 
currencies, and these debts, which are all 
pre-war, are subject to payment. 

The Reparation Commission appor- 
tioned these debts in the following man- 
ner: The bulk of the debts contracted by 
the former Austrian Empire has been as- 
signed to Czechoslovakia (42 per cent), 
present Austria (37 per cent), and Po- 
land (14 per cent). The bulk of the debts 
contracted by the former Kingdom of 
Hungary has been assigned to present 
Hungary (46 per cent), Rumania (22 per 
cent), Czechoslovakia (16 per cent), and 
Yugoslavia (14 per cent). This division 
was made mainly on the basis of the share 
of each of the countries in the economic 
resources of the former monarchy. 

In June, 1923, the Reparation Commis- 
sion called a conference of the representa- 
tives of the British, French, Swiss, Dutch, 
Belgian, Italian, and German associations 
of foreign bondholders, as well as of the 
representatives of the seven Succession 
States, to discuss the question of the pre- 
war Austro-Hungarian debts. The con- 
ference met at Innsbruck and drew up a 
protocol embodying agreement on some 
of the questions under consideration. 

It was agreed that payments should be- 
gin in 1925 on practically all the railroad 
loans and on two categories of Austrian 
and three categories of Hungarian public 
loans. There was no cancellation made 
in the amounts of these debts, but it was 
stipulated that during the initial period 
the interest and amortization charges on 
the loans involved would be reduced by 
68 per cent and in some cases even by 
73 per cent. A Caisse Commune, or joint 
office of foreign holders of pre-war Aus- 
trian and Hungarian bonds, was created 
by the Innsbruck protocol. All the pay- 
ments allotted under the protocol are to 
be paid into this joint office and are to be 
distributed by it. 












































1926 THE PROBLEM OF INTERNATIONAL DEBTS 


The Innsbruck protocol failed of imme- 
diate ratification by some of the countries 
concerned, notably Rumania, and in No- 
vember, 1925, the Reparation Commission 
called another conference, held in Prague, 
to consider the question of its ratification, 
as well as some of the other questions 
which had risen in the meantime. The 
result of the Prague conference was the 
final adoption of the Innsbruck protocol, 
and the scheme set up under it is now in 
effect. 

This scheme is to continue in its pres- 
ent form until October, 1937, although 
the rates of payment may be changed 
within the first six years of the scheme’s 
operation if the economic condition of 
the paying countries warrants such a mod- 
ification. 


War and Relief Loans 


During the war the smaller allied coun- 
tries found it necessary to borrow money 
from their more powerful allies, notably 
from the United States and Great Britain. 
After the war all of the new or reorgan- 
ized countries in central Europe, running 
from the Baltic to the Aigean Sea, had 
to borrow money for relief purposes in 
order to be able to pay their way during 
the initial period of their post-war exist- 
ence. These two sets of borrowing consti- 
tute the foreign debts of these countries 
which are subject to funding and repay- 
ment under the arrangements made by our 
World War Debt Funding Commission 
and similar arrangements in Great Brit- 
ain. 

As far as the United States is con- 
cerned, most of these debts have now been 
funded. In the case of each of the debts 
the funding agreement provides for the 
repayment of the amounts actually bor- 
rowed and of interest accruing to the time 
of the settlement. The reductions in the 
sums due are in the form of lower rates 
of interest during the period of payment 
than the 414 per cent rate fixed by the 
act creating the World War Debt Fund- 
ing Commission. The sums actually bor- 
rowed by the smaller countries with which 
debt-funding agreements have been signed 
were as follows: 
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With the exception of Russia, whose 
debt position examined in the preceding 
article of this series applies to the 192 
million dollars borrowed from our Treas- 
ury during the war, there remain two un- 
funded accounts. Greece borrowed 15 
million dollars and is about to negotiate 
a settlement. Then there is the Austrian 
debt of 24 million dollars, the funding of 
which has been postponed until 1942 by 
a joint congressional resolution approved 
by President Harding on April 6, 1922. 

Altogether, the war and relief loans of 
the United States Treasury to the smaller 
European countries amounted to 789 mil- 
lion dollars, of which 750 millions have 
been funded. 

Great Britain extended war credits to 
four of the smaller allies, namely, Serbia, 
Rumania, Portugal, and Greece. The 
total amount of these loans outstanding in 
1925, together with accrued interest, was 
about 500 million dollars, almost equally 
divided among the four countries. The 
relief loans extended by Great Britain 
were made to eight countries and aggre- 
gated about 100 million dollars. Finally, 
Great Britain loaned Belgium about 60 
million dollars for reconstruction pur- 
poses and extended small credits, aggre- 
gating about 7 million dollars, to Czecho- 
slovakia, Poland, Yugoslavia, Rumania, 
and Latvia for the purpose of repatriat- 
ing their prisoners of war. Practically 
all of these British accounts, totaling in 
1925 667 million dollars, still remain un- 
funded. 

French loans to the smaller allies dur- 
ing the war were quite small, although 
the French Government did extend con- 
siderable loans to Poland, Rumania, and 
Yugoslavia after the war. 


Post-War Borrowing 


France was the only one of the creditor 
nations that continued to extend govern- 
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ment credits after the war and the initial 
period of reconstruction. Altogether, her 
war, relief, and post-war loans to the 
smaller countries of Europe aggregated in 
1925 about 8 billion francs, or approxi- 
mately 400 million dollars at the 1925 
value of the franc. Her principal credi- 
tors on these accounts are Belgium, Yu- 
goslavia, Rumania, Poland, and Czecho- 
slovakia. 

The American and the British Treasury 
loans ceased after the relief credits had 
been completed. All the borrowing done 
by the smaller European countries after 
that has been from private investors. 

The most important of the post-war 
loans for the smaller European countries 
has been the reconstruction loan to Aus- 
tria, floated in 1923. It was for 625 
million gold crowns (about 125 million 
dollars) and was allotted among several 
countries, the largest shares being taken 
over by Great Britain and the United 
States. It was a loan extended to the 
Austrian Government, but it was guar- 
anteed, as to principal and interest, by 
Great Britain, France, Italy, Czechoslo- 
vakia, and several smaller countries. 

A similar loan was extended to Hun- 
gary in 1924. It was for only 250 million 
gold crowns and did not carry any inter- 
national guarantee. 

Smaller loans have been arranged in 
the United States by the governments of 
Czechoslovakia, Poland, and Yugoslavia. 
These loans were handled by bank syndi- 
cates. 

On the whole, the post-war borrowings 
by the governments of the smaller Euro- 
pean countries have been much smaller 
than the accumulated war and relief debts 
and represent for these countries a much 
smaller burden of foreign debt than their 
obligations incurred during the war or 
those imposed upon them in consequence 
of the peace treaties. 


Factors Involved in Debt Payments 


The factors which are involved for each 
of these smaller countries in the meeting 
of their debt payments are precisely those 
which we set forth in the introductory ar- 
ticle of this series and discussed in connec- 
tion with each of the five great inter- 
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national debtors of Europe. Every one 
of them, in order to be able to make the 
necessary payments, must have an ade- 
quate surplus in its government budget 
and a corresponding excess of exports over 
imports in its foreign trade. 

For all of the countries under discus- 
sion in this article the budgetary problem 
has been exceedingly difficult to adjust. 
With the exception of Belgium and Greece, 
all these countries are either new or re- 
constituted by the peace treaties, and both 
Belgium and Greece suffered great dis- 
organization as a result of the war. All 
the other countries found themselves 
forced either to create or to readjust their 
governmental systems, and the process 
had very telling consequences for their 
government budgets. 

At the present time they are much 
nearer to budgetary equilibrium than they 
were several years ago; in fact, most of 
them have their budgets practically in 
balance. But, on the other hand, it must 
be remembered that their payments on 
account of their war debts are just begin- 
ning. The bulk of our debt-funding set- 
tlements were made in the last two years, 
and payments to our Treasury on that 
account will progressively increase. The 
funding settlements with Great Britain 
and France are, in the main, still to be 
made, while the reparation problem has 
been merely postponed, but not disposed 
of altogether. As all these agreements are 
consummated and become effective, they 
will exert increasing pressure on the gov- 
ernment budgets of the debtor countries. 

As for the foreign-trade problem, all of 
these countries have to depend mainly 
upon an excess of exports over imports 
in their merchandise trade for the means 
with which to make their payments 
abroad. None of them, with the sole ex- 
ception of Austria, perform any great 
amount of international services, and thus 
have no “invisible” income. Whether or 
not, therefore, each of these countries will 
be able to meet the payments on its for- 
eign debts will depend on whether or not 
it will be able to make its sales to other 
countries sufficiently larger than its pur- 
chases from other countries to give it an 
export surplus at least equal to the amount 
of the payments required. 
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SUMMARY 


We have now considered the salient fea- 
tures of the international debt problem 
so far as the government debts of Europe 
are concerned. We have found that of 
the countries of Europe which were en- 
gaged in the war, on one side or the other, 
all, with the exception of Great Britain 
and possibly France, are net debtors. The 
conspicuous burdens of foreign debt weigh 
on Germany, Russia, and Italy, but the 
other countries are just as heavily bur- 
dened in proportion to their size and re- 
sources. Great Britain is nominally a 
net creditor, but her announced policy is 
to collect from her debtors only enough 
to cover her own payments to the United 
States. France, if her expectations with 
regard to German reparations are ful- 
filled and if she can hope for some pay- 
ments from Russia, would also find herself 
effectively free from foreign debt. This 
leaves the United States the sole creditor 
of the whole of Europe. 

The international debt problem, so far 
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as it concerns the European debtors, re- 
solves itself into two phases: first, a more 
or less exact determination of the amounts 
of payments to be made by each of the 
debtor countries; and, second, the adjust- 
ment of the government budget and the 
foreign trade machinery of each of these 
countries to the technical process of mak- 
ing these payments. The second phase 
must logically wait upon the first, but at 
the same time it is the factors involved in 
this second phase that determine the pay- 
ing capacity of each of the countries and 
thus constitute the real crux of the prob- 
lem. The international debt problem is, 
in effect, not what each debtor country 
owes, but what it can pay. 

Even that is but one side of the whole 
problem. There is still the question of 
what each creditor country is able and 
willing to receive. This aspect of the 
problem, however, involves such intricate 
issues as the trade and tariff policies of 
the creditor countries, into the discussion 
of which we cannot here enter. 





A BRIEF HISTORY OF INTERNATIONAL DISPUTES 


By JACKSON H. RALSTON 


T WAS, perhaps, quite natural that from 


the beginning of international affairs 
some attention should have been given to 
projects for the settlement of the disputes 
of nations by arbitration or reference to a 
third party, this by analogy to the settle- 
ment of difficulties between individuals. 

Nevertheless, the early history of the 
matter is not abundant, limited by the 
fact that the parties in dispute refused to 
recognize their equality as nations. This 
condition did not prevail, of course, among 
the early Greeks, who organized the Am- 
phyctionic Council and were often not un- 
willing to refer their disputes to one of 
their number or, in certain instances, to 
an individual. These nations, or, in the 
modern sense, cities, met upon the com- 
mon plane of religion and could therefore 
more readily accommodate their differ- 
ences. Nevertheless, the instances of inter- 
national, or perhaps more strictly, inter- 
city, dispute so referred among the Greeks 
were relatively few as furnished by his- 





tory, and with Rome, which recognized no 
other national group as its equal, were 
practically non-existent. 


Early Arbitration Between Nations 


We come down, therefore, to the Middle 
Ages with no generally accepted system 
and no practice of international arbitra- 
tion. In the Middle Ages, however, we 
find some attempt on the part of the Popes 
to make the Papacy the arbitrator of in- 
ternational disputes. In some instances 
these attempts were successful, backed up, 
as they were, by all the powers of religion, 
but we may sum up matters briefly with 
the remark that international arbitration 
at the hands of the Papacy proved ineffec- 
tive and damaging indeed to the cause of 
the Church itself. Rulers did not will- 
ingly forego their claims at the instance 
of a power which was, in their judgment, 
primarily religious rather than political, 
or, in a large sense, temporal. 
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Aside from the attempts by the Popes 
to insure international arbitration there 
were a few instances where boundaries and 
rights of succession were settled by refer- 
ence to outside powers during the Middle 
Ages; but the subject was relatively un- 
known up to the time of the opening of 
what we may fairly regard as the modern 
era of international arbitration. This 
dates very definitely from the signing of 
what has come to be known as the Jay 
Treaty, in 1794, which provided for three 
distinct settlements of difficulties by way 
of arbitration. 

By its fifth section two commissioners 
were to be appointed, one on behalf of 
Great Britain and one on behalf of the 
United States, who should agree on the 
choice of a third. These commissioners 
were to decide what river, according to 
the treaty of peace between United States 
and Great Britain, was to be regarded as 
the River St. Croix. 

By Article VI a commission of five 
members, two named by each party and 
the fifth by the unanimous consent of 
the other four, were to be appointed to 
determine the amount of the debts due to 
British merchants by citizens of the 
United States and contracted before the 
peace. This commission disagreed in so 
many respects that it finally suspended its 
operations, and the amount to be paid by 
the United States to Great Britain was 
fixed by treaty. 

By the seventh article of the Jay Treaty, 
five commissioners were appointed in like 
manner as prescribed by the sixth article, 
to settle complaints of American citizens 
because of irregular and illegal captures or 
condemnations of their vessels and other 
property under color of authority from the 
British Government. 


Success of the Jay Treaty 


This commission was to meet, and did 
meet in London, and its operation, with 
interruptions, extended over eight years. 
It awarded in favor of American claim- 
ants a net sum considerably in excess of 
$11,000,000. This was the notable suc- 
cess of the Jay Treaty; notable because of 
the number and character of the questions 
brought before it, and particularly from 
the American point of view, because of 
the high standing and effective work done 
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by the American commissioners, William 
Pinkney, of Maryland, and Christopher 
Gore, a Governor of Massachusetts and 
law preceptor of Daniel Webster. 

Perhaps the most important single prin- 
ciple established by it, and a precedent for 
a number of later arbitral tribunals, was 
the rights of tribunals of this nature to 
pass on their own jurisdiction, a right dis- 
puted by the British commissioners, whose 
doubts on the subject, however, were de- 
clared by Lord Loughborough to be 
“absurd.” 

The establishment of the arbitral tri- 
bunal particularly indicated under the 
seventh article of the Jay Treaty led the 
way and pointed out the procedure for 
many subsequent arbitrations in which 
the United States and other countries of 
the world as well were parties. Among 
the more conspicuous in which the United 
States took part within the following 
seventy years were a reference under the 
Treaty of Ghent to Alexander I of Rus- 
sia, arbitral tribunal with Mexico in 1837, 
with England in 1855, and many com:nis- 
sions with various countries of Central and 
South America, and, following our Civil 
War, with England, France, and Spain as 
well, Meanwhile the general theory re- 
ceived recognition by a certain number of 
European arbitrations, as, for instance, a 
dispute relative to the Duchy of Bouillon 
in 1816; a dispute between France and 
Holland relative to the debt of Holland in 
1816; the Portendic affair between France 
and Great Britain in 1843; the Pacifico 
case between Great Britain and Greece in 
1851; the affair of the “Velloz-Mariana” 
and other ships between France and Spain 
in 1852; the dispute over the Caroline Is- 
lands, between Spain and Germany. 


The “Alabama Claims” 


The most notable single case or group 
of cases which has ever been referred to 
arbitration was that represented under the 
general term of “Alabama Claims,” which 
were finally settled at Geneva in 1873. 
Considerations of space forbid going into 
the history of this matter. It will suffice 
for us to remember that the United States 
felt that Great Britain had fallen short of 
its duty as a neutral power during our 
Civil War, and had allowed sundry vessels 
belonging to the Confederacy to be out- 
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fitted or supplied in British ports, and 
through her negligence in not preventing 
their departure from port great damages 
had been inflicted directly and also, it was 
contended, indirectly upon American com- 
merce. 

The court, which consisted of one Amer- 
ican, one Englishman, and one each chosen 
by the heads of government of Italy, 
Brazil, and Switzerland, refused before 
argument to allow anything for indirect 
claims, but after full hearing gave an 
award of $15,500,000 for the direct dam- 
ages inflicted upon American commerce. 
The commission was particularly impor- 
tant because of the bad feeling between 
the two governments and the peoples rep- 
resented by them before the arbitration, 
the gravity of the issues involved, and the 
striking fact that on behalf of Great Brit- 
ain an attempt to refuse arbitration on the 
plea of national honor was abandoned. 
The whole issues were submitted directly 
to arbitration and under such circum- 
stances affecting the law, established in 
the treaty of arbitration, as to render al- 
most inevitable a judgment against Great 
Britain. 

Following the Alabama award the next 
most notable instance of such settlement 
of disputes on a considerable scale was that 
of the Venezuelan arbitrations of 1903. 
Some ten governments claimed that their 
nationals had been injured by Venezuelan 
authority and sought relief in arbitration. 
Ten commissions sat in Caracas in 1903 
for the purpose of passing upon these 
claims, with the result that awards aggre- 
gating not far from $7,000,000 were made 
against Venezuela. These cases estab- 
lished or reaffirmed views with regard to 
questions of international law of large 
importance. 

Since 1903 a number of commissions, 
aside from The Hague Permanent Court 
of Arbitration, have sat for the determi- 
nation of international claims, though the 
World War suspended very largely resort 
to them for six years. The Treaty of Ver- 
sailles, however, provided for the installa- 
tion of a number of claims commissions, 
which for the past three years have been 
at work on the continent of Europe, act- 
ing not merely for the determination of 
claims against nations, but also of claims 
on the part of citizens of the victorious 


group of powers against citizens of the 
defeated powers. 


Importance of Arbitration Recognized 


The importance of the growth of inter- 
national arbitrations among nations was 
recognized throughout the nineteenth cen- 
tury by statesmen and writers. The /nstt- 
tut du Droit International early in its 
career devoted itself to the study of a pos- 
sible international court and developed a 
plan of procedure which, as it happened, 
was to a considerable extent followed when 
an international court of arbitration was 
finally organized. Writers of importance 
presented elaborate works on the subject, 
among the earlier ones being “Le Tribunal 
International,” by Kamarowsky, in 1887; 
“T/Arbitrage International,” by Revon, 
1892; Merignhac’s “L’Arbitrade Interna- 
tional,” 1895, and, later, “Les Sanctions 
de LTArbitrage International,” Jacques 
Dumas, 1905. 

The world was therefore prepared, by 

study and experience, for the proposition 
of international arbitration pursuant to 
general treaty when it was brought for- 
yard in 1899 at The Hague Conference, 
valled at the suggestion of the Emperor 
of Russia. A great result of the work of 
the conference was the preparation of a 
treaty, signed by twenty-seven powers, 
providing for the formation of The Hague 
Permanent Court of Arbitration. 

This court was not a court in the usual 
sense of the term, but simply an arrange- 
ment by which a panel of possible judges 
could be offered to all nations for the set- 
tlement of disputes between them. Every 
nation signing was to appoint not to ex- 
ceed four persons, competent in questions 
of international law, who should be in- 
scribed as members of the court. When- 
ever any of the signatory powers might 
decide to have recourse to the court, the 
arbitrators should be chosen from the gen- 
eral list, or failing agreement as to the 
composition of the court of the tribunal, 
each party was to appoint two arbitrators 
and these together to choose an umpire. 

Resort to this court was not made in 
any instance obligatory, but when differ- 
ences arose the parties were to sign a spe- 
cial act (compromis) defining the subject 
of difference and the extent of the arbi- 
trators’ powers. The undertaking of the 
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parties to submit loyally to the award was 
implied. The tribunal was authorized to 
declare its competence in interpreting the 
compromis as well as the other treaties 
which may be invoked and in applying the 
principles of international law. 


The “Pious Fund” Case 


Nothing was done under this convention 
for several years, and some European 
friends of arbitration felt that it was being 
boycotted by the European governments. 
In 1902, however, Mexico and the United 
States agreed to refer to arbitration differ- 
ences arising out of what became known 
as the case of the “Pious Fund of the Cali- 
fornias,” and in September, 1902, the first 
Court of Arbitration under The Hague 
Convention met at The Hague, consisting 
of Sir Edward Fry and Mr. De Martens, 
of Russia, named by the United States; 
Messrs. Asser and Savornin-Lohman, of 
Holland, by Mexico, and Mr. Matzen, of 
Denmark, chosen as president by their 
joint action. The award was given in 
favor of the United States for about 
$1,420,000, Mexican. 

This case was speedily followed by the 
Venezuelan Preferential Case in 1903, and 
then by the Japanese House Tax Case in 
1904. Since the time named the Perma- 
nent Court of Arbitration has officiated in 
some sixteen other cases. 

When the next Hague convention was 
held, in 1907, the agreement with regard 
to international disputes was signed by 
forty-four different countries and was 
based, save as to relatively minor matters, 
upon the convention of 1899. It did not 
constitute an interruption in any respect 
to the work of the court as originally 
planned in 1899. 

Elsewhere will be reviewed the form of 
the present Hague Permanent Court of 
International Justice, its jurisdiction, and 
the procedure before it. It represents at 
the present time the highest form of in- 
ternational judicial determination, and for 
its fuller understanding a review of prac- 
tices in international adjudication within 
the past hundred years, with some glance 
at the principles involved, may be useful. 

The simplest and, if we may judge from 
the number of instances in which it has 
been invoked, the most popular form of 
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arbitration consists in the appointment of 
two commissioners, one named by either 
party, with a third commissioner selected 
by the consent of the two original com- 
missioners or by joint consent of the gov- 
ernments involved in the dispute. This 
form exists at the present time contempo- 
raneously with the new International 
Court and is the form recognized by The 
Hague Conventions of 1899 and 1907, 
with the observation that in the absence 
of agreement there may be two selecied 
by each of the opposing countries. 


Other Forms of Arbitration 


Other forms of arbitration have, how- 
ever, been resorted to, as, for instance, 
many times disputes, usually territorial in 
character, though sometimes involving 
money awards, have been referred for de- 
termination to the heads of disinterested 
governments. The United States and 
Great Britain early referred a territorial 
dispute to the King of the Netherlands, 
and, as it happened, his decision was not 
regarded as binding by either party, be- 
‘ause not within the lines of the reference. 

Another dispute involving the Straits of 
Haro was referred to the King of Prussia, 
and others have been referred to the Em- 
peror of Russia. A difference between the 
United States and Portugal was referred 
to the then Emperor of France, and a large 
number of differences have been referred 
to the King of Spain, particularly by 
South American countries. The Pope has 
also been called upon to settle differences. 
The President of the United States has 
acted as arbitrator between Colombia and 
Italy and in a number of South and Cen- 
tral American disputes, and the King of 
England also acted as arbitrator of the 
Alsop dispute between the United States 
and Chile. 

It is always understood, however, that 
when such disputes are referred to the 
head of a government his personal action 
in the premises is formal. He refers the 
question to the appropriate branch of gov- 
ernment, usually the foreign ministry, and 
this in turn may send the case to a board 
or commission, who prepare a_ report, 
which goes back through the necessary 
channels to the executive and receives his 
acceptance or concurrence. 
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Reference to executive heads of govern- 
ment is not, however, regarded with ap- 
proval, for the reason that very inferior 
or disqualified men may determine the 
question at issue ; besides which there is 
always the danger of coolness arising be- 
tween the government deciding and the 
losing party. 

Reference has likewise been made to bod- 
ies of a certain distinction, as, for instance, 
several have been referred to the Senate 
of the Town of Hamburg. An unusual 
occurrence was a reference by the joint 
action of France and Nicaragua of a dis- 
pute to the French Court of Cassation. 
Repeatedly, single individuals have been 
named as arbitrators or by the title of 
their office, as, for instance, Chief Justice 
White arbitrated a case between Costa 
Rica and Panama. Many times the um- 
pire of cases has been whoever filled the 
office of foreign minister of a particular 
country at a particular court. 

Usually commissions have included na- 
tionals of the countries in dispute, but in 
the case of the “Pious Fund of the Cali- 
fornias” it was particularly provided that 
no national should be appointed on the 
court. 


Evils of Arbitration as a Solution 


Often the selection of arbitrators in- 
volves considerations entirely apart from 
abstract justice, though the evil has not in 
practice proved a very large one. The 
fact is that each nation strives to secure 
a court not so much a fair one as one which 
it hopes will be prejudiced in favor of it- 
self or of its nationals. 

The Permanent Court now established, 
therefore, has the great advantage that it 
is not selected with special reference to the 
passions or prejudices of the litigants, but 
for broader reasons, and its number is suf- 
ficiently great to prevent the personal 
equation of a single judge from exercising 
a controlling influence. It is quite other- 
wise with the usual commissions of arbi- 
tration, where virtually one man, the um- 
pire, controls, and the success or failure of 
the whole affair rests upon the character- 
istics of a single individual, with all his 
mental quirks and predispositions without 
restraint. 


It is often urged as an objection to the 
new court, that the Roman and common- 
law systems of jurisprudence are so en- 
tirely different that justice as understood 
by Anglo-Saxons would not be adminis- 
tered by a court the large majority of 
whose members had been brought up under 
the civil law. 

If this objection were valid, the history 
of arbitrations for the past hundred and 
fifty years would have demonstrated the 
fact. It can be safely affirmed, however, 
that no injustice from the common-law 
point of view, speaking by and large, has 
been perpetrated, although possibly the 
majority of umpires and certainly a full 
half of the commissioners have been 
trained under the civil law. The truth is 
that a very large proportion of the funda- 
mental principles of our common-law 
jurisprudence have come into existence 
from the civil law and because English 
lawyers were students, or even, in the 
canonical courts, practitioners of the 
Roman law. Of the remaining principles, 
a very considerable percentage are such as 
would naturally be approved in any coun- 
try as appealing to the universal sense of 
right. This leaves a relatively small and 
unimportant number of differences and 
these relating assuredly not to broad prin- 
ciples. The principal points of difference 
or possible clash between the two systems 
have been pretty well developed and may 
be put under headings of treatment of 
matters of evidence and procedure, succes- 
sion to landed estates, citizenship and 
domicil. 


Similarities of Civil and Common Law 
Procedure 


The essentials of procedure, while given 
different names, are to all intents the same 
under civil and common law. The com- 
plaint or declaration of the common law 
may become the memorial of the civil, and 
the demurrer or plea in bar may become 
the exception of the civil, but in essence 
there exists no difference. A real differ- 
erence of practice as to evidence exists. 
Under common law we have built up an 
intricate system of rules of evidence 
deemed necessary, though this be doubtful, 
because of our more general use of jury 
trials, and of this the civil law knows prac- 
tically nothing. Usually arbitrations have 
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recognized the civil law as controlling in 
matters of evidence, and it has yet to be 
proven that the elaborate common-law evi- 
dential rules further justice any more than 
the plain and straightforward practices of 
the civil law. 

The law of the land of the decedent con- 
trols in the majority of civil-law countries 
in matters of descent of real estate as well 
as of personal property. In this country 
and in England the succession to land is 
determined by the government of the ter- 
ritory where it is situated. A certain num- 
ber of civil-law countries have the same 
rule. The difficulties to arise in adminis- 
tering justice on this point between na- 
tions are no greater than those arising 
within our own United States because of 
difference in rules of descent among our 
several States; so, also, questions of citi- 
zenship and domicil are of small moment. 

Attention is sometimes called to the fact 
that a difference exists between our com- 
mon-law courts and civil-law courts in the 
fact that we give an effect to the doctrine 
of stare decisis not allowed by the civil-law 
courts; in other words, while with us and 
in England a judge is obliged to follow the 
law as he understands it, as laid down by 
his predecessors or superiors on the bench, 
no similar obligation exists in a civil-law 
court. But it will seem to some students, 
at any rate, that the difference is more ap- 
parent than real, and that civil judges do 
in fact, though indirectly, permit them- 
selves to be influenced, if not controlled, 
by prior decisions. They get their ideas 
of law very largely from the text-writers, 
and these in turn do not hesitate to refer 
to adjudged cases. 

We hope we have made it clear, though 
discussing the subject but briefly, that 
there is no fundamental antagonism be- 
tween the common and civil law systems, 
such as will interfere with their joint oper- 
ation in an international court. 


Established Principles of Arbitration 


The new Court of International Justice 
has not entered upon an entirely unplowed 
field. The past hundred and twenty-five 
years in arbitration have fairly well estab- 
lished a number of principles of more or 
less importance, ready for its use. Some- 
times these have been established by the 
protocols themselves. This was illustrated 
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by the Treaty of Washington, when the 
two nations agreed upon certain principles 
which may today be regarded as well estab- 
lished as anything in international law. 
It is also illustrated by other treaties and 
protocols. 

From the practices of civil and common 
law countries equally the broad principle 
of res judicata has found its place in the 
fundamental literature of international 
courts. Courts may pass upon their own 
jurisdiction, as has been repeatedly de- 
cided. Many questions as to the effect of 
local laws on international tribunals have 
been met and solved. Questions of nation- 
ality arising in connection with interna- 
tional claims are fairly well settled. 

In many other respects, in the court of 
modern arbitration, there has grown up a 
certain body of international law worthy 
of respect and laying the foundation for 
the decisions even of the highest court of 
the world, because it has been the result, 
in a greater or less degree, of conflict be- 
fore bodies of at least a semi-judicial char- 
acter. Many questions have been decided 
touching the kind of interest parties must 
possess in order to be heard internation- 
ally, the rules of damages applicable in 
numberless cases, laws of alienage, the re- 
sponsibility of a government under given 
circumstances for the action of its officials 
or of those presumably under its control; 
also, questions of prescription, sovereignty, 
possession, recognition of government lia- 
bility as to certain classes of warlike ac- 
tivities and the rights of neutrals, and 
other matters of scarcely less importance. 
Arbitrators have even determined whether 
salutes were due to the flag. 


Court Could Interpret Treaties 


One of the great general headings recog- 
nized as suitable for jurisdiction of our 
present Court of International Justice is 
that of interpretation of treaties, and a 
broad foundation as to rules of interpre- 
tation is to be found in the decisions al- 
ready had of international tribunes. With 
regard to this it is to be said, speaking in 
a general sense, that it has already been 
demonstrated that the rules of interpreta- 
tion of treaties do not in essence differ 
from the rules adopted nationally as to 
contracts or statute. 

In fact, an observation of almost uni- 
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versal application may be made to the ef- 
fect that international law, as applied in 
international courts so far, has been in the 
vast majority of instances merely the ap- 
plication internationally of those rules of 
conduct which the world has found to be 
appropriate as between private individuals. 
In point of fact, international law offers 
of itself few, if any, problems which may 
not be resolved by a careful analysis of 
the rules which would be appropriate were 
the contestants individuals instead of na- 
tions. It would be an observation for 
which much justification could be found 
if we were to say that, in so far as inter- 
national law, in court or out, permits a 
departure from the strict lines of action 
which the common sense of mankind has 
laid down for individuals, just so far has 
it brought destruction and ruin into the 
world. 


The “Reserved” Questions 


Many treaties of arbitration have under- 
taken to reserve certain classes of ques- 
tions, such as national honor, vital inter- 
ests, and independence. Other treaties of 
arbitration, and they are becoming in- 
creasingly numerous, provide for the refer- 
ence of all questions whatsoever to arbitra- 
tion. It is to be noted that these latter 
treaties prevail among the nations which 
in size may be called of the second or third 
class. The first-class powers, speaking 
merely in terms of size, place their reliance 
in the several classes of questions enu- 
merated upon force rather than upon 
right, as determined by judicial examina- 
tion, and settle themselves what they con- 
sider to be their honor, vital interests, and 
independence. 

It would be beside our purpose in this 
review to discuss the merits of these favor- 
ite exceptions, but the hollowness of the 
first, that of honor, was very well shown 
when the British Government, after pro- 
testing that its honor would not permit 
reference of the Alabama claims to arbi- 
tration, finally consented to such refer- 
ence. Vital interests very generally mean 
the business interests of a comparatively 
small proportion of the entire population 
of the country supposed to be interested, 
and independence is a subject which does 
not adapt itself to arbitration, the very 
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discussion of it implying inequality or a 
lesser right to exist. 

If, however, the United States were to 
enter the World Court, it could be under 
such reservations as to non-interference 
with domestic questions as we might con- 


sider appropriate. An analogy in this re- 
spect could be found in our recognition of 
the supremacy of the States in many re- 
spects, even as against the Supreme Court. 


Awards of Arbitration Are Met 


The history of arbitrations up to the 
present moment furnishes light upon the 
much-mooted question as to the power 
which should be behind the court to en- 
force observance of its awards. It is to be 
noted that beyond a proviso frequently in- 
serted and never necessary, in treaties of 
arbitration, that the parties undertake to 
carry out the award, whatsover it may be, 
there has never been more than moral force 
back of any arbitral award rendered up to 
this time; yet no nation has hesitated to 
carry out the award of a court, even 
though it has protested its injustice. This 
was the case with regard to the Geneva 
award, Lord Cockburn, one of the arbi- 
trators, protesting against it, but insisting 
that England should observe it. Only 
three years ago Secretary Hughes pro- 
tested against the award of The Hague 
Tribunal in favor of certain Norwegian 
shipping claims, but there was no delay 
in their payment, nor did he suggest that 
such payment should not be made. Up to 
this time, therefore, all arbitral awards 
have been met and complied with, and 
such compliance has been treated as a 
matter of real national honor. 

The suggestion has been made that this 
has been so because in each case there has 
been a special agreed reference by the par- 
ties in interest to an international court, 
and that if there were a general law by 
virtue of which all claims were covenanted 
in advance to go to arbitration, the same 
incentive would not exist to cause compli- 
ance with the awards of the court. This 
suggestion overlooks the fact that time 
and again the references to arbitration 
have been unwilling ones on the part of 
one of the parties, but nevertheless the 
awards have been met. This was the case 
notably with Venezuela in 1903. Venezu- 
ela unwillingly arbitrated with ten coun- 
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tries, but met all the awards. She did not 
meet them, assuredly, because of any fear 
of material consequences, for she antici- 
pated no attack (by way of illustration) 
from Sweden and Belgium, or even Mexico 
(in the latter case the award being par- 
ticularly distasteful). There is no reason 
to doubt that an award not capable of 
physical enforcement would be speedily 
and assuredly as much a debt of honor as 
ever was a gambling debt. No nation 
which failed to meet obligations formally 
found to be due by it could hold position 
in the society of its fellows. The pressure 
of the world’s opinion, already very great, 
would be too strong for even the greatest 
nation to oppose. Public opinion—not 
the executory power of courts—today com- 
pels the individual Chinaman to pay his 
debts, as he invariably does, and it can do 
as much for the award of an international 
court. 

It seems appropriate for us to say a few 
words about a matter which has received 
consideration in connection with the for- 
mation and operation of the new World 
Court; that is. the difference between ar- 
bitration pure and simple and judicial de- 
termination. There are, superficially at 
least, different varieties of arbitration. A 
form borrowed from the civil law and rec- 
ognized in the Middle Ages is that under 


which the arbitrator became what was 
known as “amtable compositeur.” These 
words have never been well defined. They 


may be assumed to mean “a man who acts 
in the capacity of mediator and brings the 
parties together on a basis of amiable com- 
promise,” rather than “the one who acts 
in a judicial capacity.” Nevertheless, per- 
sons so acting have repeatedly considered 
themselves as truly bound by the rules of 
law as if they were named as judges; for 
instance, even as late as the Alsop claim 
the King of England was named to act in 
such a capacity, but his judgment was 
given a judicial act. 


Prime Object of Arbitration 


Again, according to a number of trea- 
ties, the arbitrators have been authorized 
to act ex wquo et bono—an expression 
equivalent to that of “amiables composi- 
teur.” This has been treated as giving 
them the power, as, indeed, treaties often 
do in so many words, to act equitably and 
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to use the best judgment of a good man, 
In some instances doubtless persons so au- 
thorized, induced by sympathy or personal 
conceptions of what should be the law, 
may have gone beyond the limits to which 
they might well have confined themselves; 
but usually the arbitrators have found it 
safer and better to fortify their actions by 
reference to judicial principles. 

Again, arbitrators have been authorized 
to proceed in accordance with the princi- 
ples of international law or of justice, and 
they have naturally limited themselves to 
the well-recognized rules of right. 

In short, it may be said that, however 
appointed and under whatever limitations 
of power they may have exercised their 
functions, it has been the well-nigh uni- 
versal rule that arbitrators have acted 
judicially. Of course, some disputes have 
been of such a nature, as, for instance, 
where questions of international punctilio 
have been involved, that judicial prece- 
dents or practices furnished no aid, and 
the arbitrators, whatever their limitations 
of power may have been expressed to be 
in the treaties, have virtually acted as 
“amiables compositeurs.” 

It has been said that there has been a 
disposition among arbitrators to compro- 
mise and adjust differences between par- 
ties, and that the purpose of an interna- 
tional tribunal is to get away from this 
disposition to compromise and to rest 
everything upon the basis of absolute law. 
It is at least questionable if this position 
be correct. Of course, many problems pre- 
senting themselves to a court are capable 
of definite and legally irresistible answer. 
But there are others which are doubtful, 
particularly, perhaps, as to matters of 
amount, and with regard to them courts 
of justice show quite as much disposition 
to compromise as do courts of so-called 
arbitration. A large percentage, to illus- 
trate, of the verdicts of juries in matters 
of money damage are not the direct result 
of inescapable law, but are the average of 
the opinions of twelve men—an average 
having no fixed relation to any legal 
proposition. 


Advantages of New Court 


The great distinction, therefore, be- 
tween courts of arbitration, as they have 
existed and do still exist, and the new 
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Court of International Justice lies not in 
the rules controlling the court, but in the 
manner of the selection of the judges, their 
fixity in office, and their independence of 
the position of the parties. We have seen 
in our hurried glance that arbitrators were 
selected who would be most useful in their 
opinion to the several parties in dispute, 
and that their boards dissolved as quickly 
as the immediate question was determined. 

We could also have added that subcon- 
sciously they are likely to be affected by 
the strength or weakness, poverty or 
riches, of the nations in dispute, and this 
may lead them to favor, as it may happen, 
either the weaker or the stronger party. 
A permanent court, sitting continuously, 
not the particular choice of the parties in 
interest, not concerned in the favor or dis- 
pleasure of the parties, possesses advan- 
tages which do not pertain to a temporary 
court. These things have been demon- 
strated by the past history of arbitration. 

Along with or usually preceding prac- 
tical developments of arbitral courts has 
gone the theoretical discussion of the sub- 
ject. Our limitations of space forbid 
more than the passing reference to some 
of the more important authors who have 
considered the general subject of interna- 
tional adjudication. Early in its history 
we are told of what was known as the 
Grand Design of Henry IV, described by 
Sully. Not long after came the detailed 
suggestion of Emeric Crucé; still later the 
general idea of international unity was 
discussed by Kant and also Bentham. In- 
ternational courts received great consider- 
ation in William Ladd’s Essay on Peace, 
regarded by many advocates of peace as 
epochal. Many other writers, including 
those hereinbefore mentioned, added their 
quota. 

In due course came resolutions in the 
Massachusetts Legislature, in Congress, in 
the British Parliament and other legisla- 
tive bodies, and, as we have indicated, a 
general plan of international arbitration 
developed in the proceedings of the Insti- 
tute of International Law. The founda- 
tion, therefore, has been laid in ample 
fashion for The Hague Permanent Court 
of Arbitration, and later for the Court of 
International Justice, now functioning. 

Commissions of Inquiry 


Some other events pointing in the same 
general direction deserve notice. Because 


of a real need, there was developed in The 
Hague conventions of 1899 a scheme for 
commission of inquiry. Such a commis- 
sion achieved entire success in 1904 in the 
instance of the Dogger Bank difficulty and 
served to relieve the strain then existing 
between England and Russia. A contrib- 
utory scheme, the full importance of which 
yet remains to be realized, was offered by 
the Bryan Peace Treaties, over thirty of 
which have been signed between the United 
States and foreign countries, and which 
provide expressly and imperatively for the 
prior formation of commissions of inquiry 
covering any subject likely to lead to in- 
ternational difficulties. This general plan 
has also been adopted by other countries 
then our own for the initial determination 
of rising differences. 

We should not pass without mention the 
very extensive use of the “clause compro- 
missoire,”’ as it is termed, which in effect 
provides for mediation or attempted ad- 
justment before the breaking out of war 
between countries. These provisions have 
been of lesser efficacy than several of the 
others of which we have spoken, but never- 
theless constitute an evidence of world- 
wide tendency toward the substitution of 
judicial methods in the place of trial by 
battle. 

We have endeavored, necessarily in a 
sketchy way, to point out the manner in 
which judicial settlement of disputes has 
reached its present stage, as embodied in 
the Court of International Justice. We 
have indicated the natural character of the 
development, the discussion by author and 
statesmen, the growing resort to interna- 
tional tribunals of various kinds, the de- 
velopment of law through them, the sanc- 
tion the great nations of the world have 
given to the idea of arbitration through 
The Hague Permanent Court. Upon this 
broad foundation, laid course by course 
during several hundred years, but particu- 
larly within the last century and a quarter, 
the present Permanent Court is naturally 
based. 


Rapid Progress of International Justice 


We have thus internationally, within an 
extremely limited time, made progress in 
applying to nations judicial methods the 
parallel of which, as between men in their 
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private relations, covered many thousands 
of years and in certain countries is still 
backward. 

While we have a court now functioning, 
the operations of which will be spoken of 
later, it is not out of place at the present 
time to say something with regard to the 
law which should control such a body. A 
query is whether or not there is any neces- 
sity for the prior formation of a code? 
We do not believe this in the slightest de- 
gree needful, and our arguments may be 
based upon facts to be drawn from a study 
of comparative jurisprudence. 

In Roman history the law of the Twelve 
Tables and the occasional legislation in- 
dulged in in the name of the people, con- 
stituted all there was of written law, so 
called, for hundreds of years. The un- 
written law was to be found in the utter- 
ances of the pretors and not really codi- 
fied until the time of Justinian. Differ- 
ently stated, there was a long period of 
growth before there had been sufficient 
multiplication of instances and develop- 
ment of ideas to justify the preparation of 
a code for all circumstances usually affect- 
ing conduct within the State. 

Numberless differences had to occur and 
the effects had to be passed upon by 
thoughtful men before the groundwork 
was laid for the formation of a code. A 
code did not spring from the head of any 
Jove. The development of the common 
law has been brought about through the 
work of judges over perhaps a thousand 
years, with its roots much older. Only 
now in some States do we try to codify it. 

Nations in the present sense are com- 
paratively new institutions, and the prin- 
ciples underlying their relations are as yet 
imperfectly understood. We have wit- 
nessed the spectacle for hundreds of years 
of their acting toward each other without 
reference, in all important matters, to any 
ascertained principles of law. From such 
actions, so based, we could not expect the- 
ories of right action as between nations at 
last to be subjected to law. This is not to 
say that the minor relations of States may 
not very well at the present time be regu- 
lated by a code, but until the major opera- 
tions of nations have been studied out with 
reference, as it is believed, to the law pre- 
vailing under parallel circumstances as be- 
tween individuals, we cannot form a truly 


important code. This must be left to the 
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development of the courts over a period of 
years to come and to our gradual growth 
in real knowledge of law. 


Difficulties in Codifying International Law 


The point we desire to make may be il- 
lustrated by a brief statement as to ques- 
tions which today would have to be solved 
in a satisfactory manner before a code cov- 
ering the subject could have a sound 
meaning; for instance: based upon the 
practices of nations and what international 
lawyers call the “law of nations,” though 
it be a law of disorder, would the code of 
today forbid a nation from seeking self- 
redress through war? This self-redress is 
forbidden the individual by law, but can 
we hope today for a code which will be 
equally restraining ? 

Again, will a code sanction the taking 
of territory or the infliction of monetary 
penalties by the victor as a result of war? 
Until a code is prepared to do this, will 
it not be more harmful than beneficial, 
save in minor matters about which men do 
not fight? Would a code change the law 
of neutrality in war? Would it permit 
blockade? Would it tolerate judgment by 
other nations of what constitutes govern- 
ment within a given territory? Today, 
force does all these things, and what is 
called international law looks on without 
disapproval. 

Would a code be prepared to prohibit 
outside nations from interfering with the 
government of a given territory in order 
to enforce the payment of debts? Would 
sovereignty be limited by national boun- 
daries? Would there be laws of war and 
hence, logically, courts of adjudication as 
to the events of war, or would war be out- 
lawed, and, if so, what would be the effects 
of outlawry ? 

It seems to us that the world has much 
thinking to do before these questions can 
be given their final definite answer, which, 
when given, may then be put into the form 
of a code. To demand a formal and ade- 
quate code before these things have been 
thought out—to refuse before its writing 
to recognize a court—is to put the cart 
before the horse. 

Meanwhile, of course, we may legislate 
through a code about the indifferent 
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things. The evil of wrongful legislation 
over important matters is not to be mini- 
mized and is much greater than would re- 
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sult from the erroneous decision of a court, 
which could be corrected later by the court 
itself or by legislation. 


HARVEST 


By WALT WALLASEY 


HE war, they said, would not last 

longer than twelve months. Ivan— 
Ruskey, they called him—listened silently 
to every scrap of conversation upon the 
matter that came his way. Leaning upon 
the counter of the general store, he over- 
heard a traveling dry-goods salesman af- 
firm the fact to the storekeeper. He heard 
the bartender at the hotel discussing the 
matter with the section foreman, and if 
these men did not know, then who was in 
a position to know? And the pay of the 
soldiers was one dollar and ten cents a day. 
An astounding sum, surely! Food, cloth- 
ing, and a dollar and ten cents a day! He 
had not believed it when the bartender had 
told him. 

“Say, Ruskey,” the bartender had said 
blackly when he placed the three drinks 
upon the counter—drinks were three for 
twenty-five cents, and by ordering three at 
a time one saved five cents. “Say, three’s 
my unlucky number. It’s a wonder some 
of you bo-hunks wouldn’t join up. A dol- 
lar an’ ten cents a day! You could get 
twelve drinks for that an’ have ten cents 
left over to run the farm with.” 

And the answers to the cautious ques- 
tions he made regarding the authenticity 
of the fact set him to wondering at the 
strangeness of it. 

He could not calculate how many dollars 
a dollar and ten cents per day for a year 
would amount to, but it must be a huge 
sum. It had been twelve months, for in- 
stance, between the time he had turned the 
first sod upon his homestead and the time 
his two-room log shack had been com- 
pleted. There had been much heavy labor 
during that time, heavy labor with slow, 
lumbering oxen. Had he received a dollar 
and ten cents for each of these days 





Sitting behind his emaciated span of 
oxen upon his way home, he clicked his 
tongue at the thought of it. Not that he 
was doing badly in this Canada. He had 





one hundred and sixty acres of good land ; 
a capable wife—one who was as good as 
a man in the field and who was increasing 
the number of his family with pleasing 
regularity. Four out of the five were 
boys, and the eldest of them already ten 
years of age and doing fairly well at work- 
ing whenever he could be kept from school. 

Neither did Ivan look upon war as a 
glorious thing. He knew that it was, in 
reality, a dirty and monotonous affair at 
best. Youth had passed, but memory still 
lingered; and with memory a white scar 
upon one knee that pained at every change 
of the weather, so that he cursed the whole 
of the Japanese nation at the pang of it. 

But he was in need of cash. There were 
implements to buy and no guaranice that 
a crop would survive the uncertainties of 
the weather and so be the means of pro- 
curing the needed money. 

Then there was the loot of war. He 
rubbed his knee at the thought. There had 
been no loot where he received that scar; 
but still this Germany, he understood, was 
rich. There was much profit to be gained 
in times of war if one knew how to go 
about it. His mother had told him about 
these things at the time when she had told 
him that his father had been one of a 
party of patrolling Cossacks that had 
halted overnight on their patrolling. 

Upon a quarter section east of him there 
lived one of these Germans. Hans—devil 
take his outlandish name! he never could 
get his tongue about it! This Hans, then, 
a fat, red-faced man, who was fond of sit- 
ting upon the kitchen step when the day’s 
work was done and the bronze of the sky 
to the west turned to the cold, dull steel of 
the night. The thought occurred to him 
that it would be wise, upon his part, if he 
were to question him regarding this Ger- 
many. Not abruptly, of course, but guard- 
edly, as, for instance, would a Cossack. 

“T am Saxon,” said Hans, and motioned 
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with his hands in the manner of one who 
has answered questions so often lately that 


he is weary. But he told of the Germany 
that he knew: the sweet smell of newly- 
turned earth and fruit blossom, as he 
trudged as a boy, his pack of school books 
upon his back, to the distant school; so 
that his wife, her flaxen hair wound about 
her head, abandoned her cooking to nod 
and join him in the telling. 

Guardedly, Ivan searched with his eyes 
about the homestead. He saw the flat- 
tened crop, hailed out as was his own, a 
ghost of what might have been. A cow 
nosed about among the twisted straws, a 
pig grunted among the molding grain. 
sut it was good land, as good as his own, 
and perhaps, if one was an obedient and 
brave soldier, one might hope to be 
awarded with it for one’s service. He had 
heard of such things. 

She did not question his going. In 
Russia men were always going, or being 
fetched. As a woman, she knew that it 
was her place to stay and wait. They had 
told her that this new land was different ; 
that there was no czar in Canada to obey; 
that each and every one was equal and free 
to live one’s life in freedom. Obviously 
they had lied; but, then, every one lied. 
Truth was only that which one swore to 
the hardest. The more vehement, the 
deeper one lied. 

She also understood that the money that 
came to her during the absence of her man 
was to be stored in the glass sealer that 
was hidden below the beaten earth floor 
behind the stove. The money that came! 
She shrugged her shoulders at this, this 
most obvious of all lies, and shrilled a 
threat to her squirming youngest as she 
watched her man disappear beyond a fold 
in the prairic. 

That Ruskey was or was not likely to 
become an efficient soldier was the question 
that was often argued in the orderly 
rooms, both company and battalion. The 
young officers and non-commissioned offi- 
cers of B company, fresh from office or 
college, termed him a disgrace to the bat- 
talion ; a dirty hunk of mud, who couldn’t 
tell his right foot from his left; slammed 
him in front of the C. O. for a breach of 
every K. R. and O. except insubordination 
and saw that he was detached for fatigue 
duty whenever there was a dress parade. 
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His company sergeant-major, an ex-N, 
C. O. of an English regiment, who knew 
the snap of a passing bullet and whistle of 
a sweeping sword, watched him keenly, 
smiled knowingly behind his mustache, 
and discussed him with the bayonet fight- 
ing instructors. 

Word that old Ruskey had fought in an- 
other war spread about, so that in the 
line he was looked upon as one who knew 
a little of these things, but Ruskey, back 
somewhere in the mind that was his, was 
troubled. 

The trouble was that, as far as he couid 
learn, there seemed little chance of enter- 
ing this Germany, and if they did not he 
would get none of this loot that he had set 
his mind upon. Certainly, during the 
period that the battalion had been billeted 
in Ypres, he had managed to collect a few 
brass candlesticks, but they had been very 
disappointing. “Junk,” one of his platoon 
called them, and laughed when he re- 
quested a valuation of them. 

“Junk,” Slim said they were, and Ivan 
peered at him suspiciously; but never 
again. Later, Ivan would have unhesi- 
tatingly attempted to walk across No 
Man’s Land in the light of day had Slim 
told him to do so. 

Slim it was who flipped the sputtering, 
cylindrical stick from beneath Ivan’s feet 
when the Germans made a successful raid 
of their line; and it was Ivan who grabbed 
the Bavarian officer by the arm and throat 
as he leveled his automatic at Slim, seizing 
him with a snarling oath, so that the 
Bosche’s arm cracked and the gun ex- 
ploded harmlessly, and his head cracked 
against a revetting stake as he hung limp 
in Ivan’s grasp. 

It was Slim, of the languid cigarette, 
of the drawling tone that in England goes 
with education, he who once, when the bat- 
talion was out at rest and he and Ivan were 
reeling back to the camp sodden with 
champagne of Slim’s buying, had paused 
abruptly in a wandering, half-joking, half- 
serious reminiscence, and, scratching his 
name in the mud of the byway, scratched 
also letters that were as meaningless to 
Ivan as the moon overhead. 

Slim, in whose pay-book was scribbled 
upon the page allotted to a form of will 
the words “Meum et Tuum” and nothing 
more, and who had said during the church 
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service, when the battalion was drawn up 
on three sides of a square end the chaplain 
had bowed his head in prayer while the 
men sang hymns and the rumble of the 
distant guns thundered and rumbled like 
a boiling cauldron of hell: 

“Tyan, my old Abysmal, ‘thou shalt not 
kill? ” 

Twelve months had passed before Ivan 
knew it. Doggedly he did as he was told; 
dumbly he turned to the right. So. Or 
to the left. So. It was Slim that con- 
vinced him that his separation allowance 
was being sent regularly home to the glass 
jar beneath the living-room floor. The 
paymaster could not convince him, al- 
though he tried to explain, that the wealth 
of Canada lay at the back of the pay-roll. 

The day the news of Russia’s withdrawal 
from hostilities filtered through, Ivan 
paraded before the major of his company. 
Thoughts of returning to his homestead 
had not entered his mind until now. But 
certainly there was no loot to be had. This 
war was as the last. These people who 
spoke of leot so glibly—liars all! He 
abandoned an attempt to reckon the num- 
ber of dollars that by now would be stored 
in the glass sealer, but there must be many 
and, for his part, sufficient. 

Stumblingly he asked permission to re- 
turn to his homestead. He was Russian— 
of course the officer understood that—and 
now that Russia was no longer in the war 
he would like to return. If leave was 
granted immediately, there was still time 
to do a little work before the winter, and 
if the officer would be pleased to remember 
his, Ivan’s, valiant behavior and disregard 
for safety—there was one of these hated 
Germans upon the section east of him, a 
dull, fat swine, who had a cow, a good 
cow, a pig, and also some horses; the land 
was also good. If the officer would see to 
it—that would give him, Ivan, a full half 
section of land to farm, and, Ar-r-r. How 
he would work. He bared his arms to 
show the officer his strength. 

The Major told of Ruskey’s latest in the 
officers’ mess that night. He grew indig- 
nant at the suggestion that he was 
stretching it just a little, aren’t you, 
Major?” and swore that Ruskey was the 
thickest-headed fool and the strongest man 
on two legs, bar none, and if he had a com- 
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pany of them he’d be in hell or Berlin 
within a month. 

And Ivan, lying under his blanket in 
the corner of the hut, glowered at the walls 
and cursed the war and his own foolish- 
ness for entering it. First the loot falsity, 
and now Russia was no longer fighting; 
and yet he, a Russian, must keep up this 
fighting stuff. It was obvious that this 
was a scheme to keep him here until he 
was killed. 

He told Slim of his suspicions, when he 
wished him good-bye. Undoubtedly there 
would be boats at the coast, boats in which 
one could obtain passage to Canada. He 
was Russian, he said sulkily, when Slim 
laughed, but listened when Slim explained 
a few of the difficulties that one might en- 
counter if one was so foolish as to walk 
away from this little contraindication of 
civilization. 

They had a word for such things, these 
disciples of Mars—“desertion,” a word of 
sinister portent at any time but “in the 
field” ! 

“You'll be the leading man in a one-act 
play, Abysmal, old friend—a play that 
never gets further than a first appearance, 
acted at dawn and in strict privacy, so that 
civilization shall not be shocked by the 
passing away of one who had become tired 
of killing. Better take a drink instead. 
It stops a man thinking of things that are 
not pleasant. Alcohol! The inspiration 
of Ares. The adversary of Aphrodite, and 
yet—the blood of Morpheus.” 

The paper-striped windows of the es- 
taminet drummed to the roaring of the 
distant guns, the dim flame of the candles 
trembled steadily in the haze of tobacco 
smoke that drifted in eddying clouds about 
the dingy room and curled above the dirty 
tops of the rickety tables. 

There was a momentary pause in the 
clatter of tongues at the first rumble. 

There was nothing new in the windows 
rattling ; they had always rattled since the 
clatter of heavily-shod feet and the noise 
of a moving army had first sounded out- 
side the comfortable little estaminet of 
monsieur and a splinter of the first shell 
fired into the sleepy little hamlet had 
killed madam as she peered nervously from 
behind the shutters. 

But whereas before the barking of the 
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guns had been of spasmodic duration, now 
they roared with the steady roar of hounds 
at sight of their quarry. 

There was something doing up the line. 

Slim, pausing, bottle in hand, raised 
quiescent eyebrows at the first menacing 
thunder of it, then drank from the neck 
with a smile in his eyes at Ivan, who sat 
broodily staring at his bottle. 

Everything had gone wrong in the 
cursed war; and now, at this critical mo- 
ment, when one wished for the assuage- 
ment of alcohol, the dull-faced slattern of 
a serving maid had informed them that 
there was no more champagne to be had. 

“Fin-nay cham-pan,” he mimicked at 
her retreating back. 

And now this heavy firing of guns would 
mean that they would have to leave here, 
where it was warm and dry, and march 
out where the rain beat upon the cold up- 
turned faces of the grimacing dead and 
the maimed wallowed in the mud; and he, 
Tvan, was tired of all this and had a de- 
sire to tell these chattering fools that he 
was Russian and therefore not of their 
troubles. 

There was one there, an English artil- 
lery driver, with rain still dripping from 
his steel helmet and glistening upon his 
mud-stained face. Ruskey listened sourly 
to his chatter. 

“T sez to him, ‘’Old on a minute, Alf, 
I sez. *You can’t get parst wif them ’orses 
before he pops another over,’ I sez. You 
know Alf. Pig-headed, he always was. 
“Go orn wif yer,’ ’e sez. ‘Whatcher talkin’ 
abart” he sez, an’ whips up ’is ’orses an’ 
makes fer the corner wif me follering. 

“But I knew it. We ’adn’t got more 
than to the corner when, whamp! An’ 
we're all of a heap an’ the—you know the 
gray ?—foreleg broken an’ kickin’ an’ 
screaming’ orful, she was. Pretty near 
got me as I scrambled out of the mess, an’ 
did get Alf, right in the face. But it 
didn’t matter.” He drew a finger across 
his abdomen significantly. “Piece of the 
shell, I reckon. Arf in two, he was, an’ 
the ’orses as bad, except the gray. Didn’t 
arf scream, the gray didn’t. 

“Married, Alf was. Three kids. Lived 
down ’Ackney way. Little stout woman, 
she is. Won’t arf carry on when she ’ears.” 

Slim listened to the distant guns when 
the man finished. 
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“The slamming of the gates of hell” 
said he. 

Certainly there was one thing to be 
thankful for, the attack had been directed 
on their left; but, then, that’s a little 
thing to be thankful for, when the waiting 
is harder than the actual encounter. They 
were not waiting quietly, of course; they 
were receiving a small amount of punish. 
ment. There was, for instance, that young 
lieutenant. Fine fellow, leading athlete 
at college, acknowledged to have more than 
the common share of brains. He was 
lighting a cigarette when the shell burst, 
and when the debris had settled he was a 
babbling idiot. A trick of concussion; 
something to do with nerve centers, it is 
supposed, but not spoken of outside of 
medical circles, of course. 

There were several incidents of the kind, 
but nothing special. Perhaps they had not 
lost more than 10 per cent of their total. 
Mere spray from the storm on their left. 

But the enemy had been shelling their 
wire out in front. A bad sign of further 
trouble, that ; and the break the shells had 
blasted in the tangle of it must be repaired. 

Ivan and Slim were on the “wiring 
party.” The night before they had been 
in comparative comfort, and now, flounder- 
ing about in the quaking mud, the thought 
of it may have passed through their minds. 
Such thoughts do drift through one’s mind 
at such times, and perhaps Slim had in- 
tended speaking of it. But that’s the way 
of life. It drags along; it had dragged for 
Slim undoubtedly, then 

Ivan picked himself up from the mud. 
He hadn’t even heard the shell. He tried 
to drag Slim from out the angle of barbed 
wire, but the life’s blood of his friend was 
turning crimson the pay book in his pocket 
and the page that bore the scribbled words 
“Meum et Tuum” (Mine and Thine). 

Ivan flung himself into a shell hole. He 
was finished with war. He was Russian. 
Germany was no longer fighting Russia. 
These men on the other side 

Scrambling to his feet, he shielded his 
head with his arm and floundered toward 
the distant rising flares. 

“T am Russian,” he screamed. 

Stumbling and falling, he fought his 
way through the stench and filth. The 
German wire caught his feet. 

“T am Russian,” he screamed again. 
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Stabs of fire shot out of the blur in front 
of him. “I am—” He tried to gain his 
feet, then realized that it did not matter. 
Nothing matters when one has a burst of 
machine gun bullets in one’s chest. 

Back home the evening breeze, drifting 
across the field of standing wheat, caused 
waves of gold that reflected the light of 
the setting sun. It was a good crop at 
last. Slowly the wife made her way to the 
house. Who was to harvest it she did not 
know. Her eldest boy had done well; but 
not he. No; this was a man’s work. Had 
she been in good health she would have 
done it alone. She told herself that as she 
watched her brood playing about the 
house. But she was not well. One of the 
horses—a brute to handle in the stable— 
had a habit of crowding anyone who en- 
tered its stall. She had struck at it when 
she first found herself pinned between it 
and the side of the barn, but when she had 
fought her way past she stopped to lean 
against the door and cough, holding her 
side with the racking pain. 

The crop was green then; now it was 
ripe, and must be cut before it was too 
late. Her first crop! She stopped to look 
at it. A fit of coughing shook her. 

There was still the money in the glass 
jar; but she had bought horses, the oxen 
had been so slow. It would take the 
profits of a harvested crop to clear her 
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from debt and provide sufficient capital 
with which to carry on. 

A few had spoken of a widow’s pension 
and shook their head grimly when they 
mentioned the amount of it. 

After her man had gone, Hans and his 
wife had come over. But one does not 
show friendship to them of the country 
with whom one’s man is fighting. They 
had not come again. No one had seen 
them very much outside their own fields. 
The town had not seen them at all. 

A buggy creaked behind her. She 
straightened herself and put a hand to 
her throat in fear that she would cough 
when she saw that it was they. 

Timidly the woman got down and ap- 
proached. She held out her hands. 

“Ach, this war!” she said. 

“T haf a binder,” said Hans from the 
buggy, suddenly finding something wrong 
with the harness. “Tomorrow I come an’ 
cut an’ stook.” 

A fit of coughing mastered her. Unre- 
sisting, she allowed herself to be led to the 
house. 

“T fix,” said she of the flaxen hair. 

Round-eyed, the children ceased their 
playing and looked from Hans to the 
house. They had never before seen their 
mother crying. Not even when their 
father had gone away, nor yet when she 
had told them that he would not return. 


THE COLLEGE GARDEN IN 1917 


A place more peaceful now than even sweet peace should be 


Hushed in spiritual vacancy of desolation 


By sad desertion of throng’d study and gay merriment— 


Since all the gamesome boys are fled with their glory 


Light-hearted in far lands, making fierce sport with Hell, 


And to save home from the spoiler have despoiled their homes, 


Leaving nought in their trace but empty expectancy 


Of their return. Alas! for how few shall return! 


What love-names write we daily in the long roll of death! 





—Rosert Brinces, 
Poet Laureate of England. 
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INTERNATIONAL DOCUMENTS 





BRITISH-FRENCH DEBT 
SETTLEMENT 
Note.—Following is the text of (I) the 
British-French debt agreement, signed on 
July 12, and (II) the letters exchanged by 
M. Caillaux and Mr. Winston Churchill in 

connection with the settlement. 


I. TEXT OF THE AGREEMENT 


The British and French governments hav- 
ing arrived at a definite settlement of the 
debts due by France to Great Britain arising 
out of the great war, the undersigned, duly 
authorized by their respective governments, 
subject to such ratification as may be re- 
quired, have agreed as follows: 

1. France agrees to pay and Great Britain 
to accept the following annuities in full and 
final settlement (subject to the provisions of 
Article 7 of this agreement) of the war debt 
due by France to Great Britain, in respect 
of which Great Britain holds sterling Treas- 
ury bills to the value of £653,127,900, viz: 

During the financial year 1926-1927, £4,000,- 
000; 1927-28, £6,000,000; 1928-29, £8,000,000; 
1929-30, £10,000,000; 1930-31 to 1956-57 in- 
clusive, £12,500,000; 1957-58 to 1987-88 in- 
clusive, £14,000,000. 

The above payments will be made in ster- 
ling at the Bank of England in London in 
equal half-yearly installments on the 15th of 
September and the 15th of March of each 
year, so that the first installment shall be 
paid on the 15th of September, 1926, and the 
last installment on the 15th of March, 1988. 

2. France will issue and deliver to the 
British Treasury on or before the 15th of 
September, 1926, a bond in respect of each 
of the installments provided for in Article 1 
of this agreement. 

3. The payments due under all bonds issued 
in accordance with this agreement shall be 
made without deduction for, and shall be ex- 
empt from, any and all taxes and other pub- 
lic dues, present or future, imposed by or 
under the authority of France or any po- 
litical or loca] taxing authority within 
France. 





4. France at her option upon not less than 


ninety days’ notice to Great Britain may 
postpone the payments of one part, not ex- 
ceeding one-half of any of the half-yearly 
installments due under Article 1, to any sub- 
sequent 15th of September or 15th of March 
not more than three years distant from its 
due date, but only on condition that, in case 
France shall at any time exercise this option 
as to payment of any installments falling due 
in the third succeeding year, they cannot be 
postponed at all unless and until the install- 
ments due three years, two years and one 
year previous thereto shall actually have 
been paid in full. 

All such postponed payments shall bear in- 
terest at the rate of 5 per cent per annum, 
payable half-yearly. 

5. If at any time it appears that the aggre- 
gate payments effectively received by Great 
Britain under the allied war debt funding 
agreements and on account of reparations or 
of liberation bonds exceed the aggregate pay- 
ments effectively made by Great Britain to 
the Government of the United States of 
America in respect of war debts, account 
shall be drawn up by the British Treasury, 
interest at 5 per cent being allowed on both 
sides of the account; and if that account 
shows that receipts exceed payments, Great 
Britain will credit France against the pay- 
ments next due by France under Article 1 
of this agreement with such proportion of 
that excess as the payments effectively made 
by France under Article 4 of this agreement 
bear to the aggregate sums effectively re- 
ceived by Great Britain under all the allied 
war debt funding agreements. Thereafter a 
similar account will be drawn up by the Brit- 
ish Treasury each year and any further ex- 
cess of receipts over payments shall each 
year give rise to the credit to France of a 
proportion of such excess calculated in the 
manner indicated above. On the other hand, 
a deficit shall be made good by an increase 
in the payments next due by France up to a 
similar proportion of such deficit within the 
limit of the total amounts of the credits al- 
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ready allowed to France under this article. 

For the purpose of this article, any capital 
sums, which may hereafter be realized by 
Great Britain in respect of reparations or 
liberation bonds, will be taken at their an- 
nual value, taking account of amortization. 

6. Accounts relating to the war debt of 
France to Great Britain shall be finally 
closed and the British Treasury shall be en- 
titled to retain any sums credited or to be 
credited to France in respect of such ac- 
counts. Save as provided in this 
ment the contracting parties and their agents 
reciprocally renounce all claims or counter- 
claims against the other contracting party or 
their agents in respect of the above-men- 
tioned accounts, or the services and supplies 
to which they relate. 

7. The sum of £53,500,000 shall remain as 
a non-interest-bearing debt of France to 
Great Britain, repayment of which will be 
settled by a further agreement. Meanwhile, 
the British Government will retain (without 
interest) against this debt the gold remitted 
to London by the French Government during 
the war under the Calais agreement. 

8. Upon the execution of this agreement 
and the delivery to Great Britain of the 
bonds of France, to be issued hereunder, duly 
executed, the British Treasury will cancel 
and surrender to France the French Treas- 
ury bills at present held by Great Britain. 

Done in duplicate, both in English and in 
French, the original English text being the 
authentic in case of difference, this 12th day 
of July, 1926. 


agree- 


Il. CAILLAUX-CHURCHILL LETTERS 
DeaR Mr. CHURCHILL: 


In assuming the responsibility of signing 
the agreement for the settlement of the 
French war debt to Great Britain and thereby 
accepting payment of the annuities fixed on 
the sole credit of France, I feel bound to ex- 
plain that the payments and transfers across 
the exchange of the amounts required to as- 
sure fulfillment of the debt settlement with 
the United States and Great Britain inevi- 
tably depend largely on the continued trans- 
fer of receipts from Germany under the 
Dawes Plan. If, therefore, for reasons out- 


side of the control of France, such receipts 
should cease completely, or to an extent 
greater than one-half, a new situation would 
be created and the French Government re- 
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serves the right in such an event of asking 
the British Government to reconsider the 
question in the light of all the circumstances 
then prevailing. 

It is subject to this express reservation 
that I am ready to sign the agreement which 
we have drawn up. 

J. CAILLAUX. 


DEAR MONSIEUR CAILLAUX: 


I have received your letter of July 12. As 
I have explained, His Majesty’s Government 
must maintain that the position of the settle- 
ment which we have arrived at of the French 
war debt to this country depends, like that of 
the debt itself, on the sole credit of France. 
You will realize that in the hypothetical cir- 
cumstances you mention Great Britain would 
suffered a diminution of re- 
ceipts from the Dawes scheme, which we 
have taken into account in arriving at the 
various debt settlements, and this is one of 
the factors which would have to be borne in 
mind in the event of any reconsideration of 
the question being desired by the French 
yovernment. Subject to this I do not ob- 
ject to the statement that you make. 


already have 


In the event of any modification being 
made I should expect, in order to secure 
equal treatment among creditors, that the 
other creditors of France would take into 
consideration a corresponding modification 


of the debts due to them. 
3elieve me, my dear M. Caillaux, 
Yours sincerely, 
WINSTON CHURCHILL, 


THE MOSUL TREATY 


Note.—Following is the text of the treaty 
between the United Kingdom and Iraq and 
Turkey regarding the Mosul question. The 
Treaty—which was signed in Angora on June 
5 by Sir Ronald Lindsay, the British Ambas- 
sador, for Great Britain; Colonel Nuri Said, 
Acting Minister of National Defense, for 
Traq: and Dr. Tewfik Rushdi Bey, Minister 
for Foreign Affairs, for Turkey, and was 
ratified by the Grand National Assembly of 
Turkey on June 7 and by the Iraqi Parlia- 
ment on June 14—consists of 18 articles and 
an annex. Of these the first two together 
with the annex describe in detail the new 
frontier which is shown on the adjoining 
map. It differs from the so-called Brussels 
Line, laid down as a provisional line of de- 
mareation between the areas to be occupied 
respectively by Turkish troops on the north 
and the Anglo-Iraqi forces on the south in 
October, 1924, and adopted as the boundary 
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by the Council of the League of Nations in 
December, 1925, in that a small modification 
involving some three square miles of moun- 
tain has been introduced by the Treaty in 
order to allow the direct road between Ala- 
mun and Ashuta to be in Turkish territory. 
The Treaty then continues: 


ARTICLE 3. 


A boundary commission shall be appointed 
to trace on the ground the frontier defined in 
article 1. This commission shall be composed 
of two representatives appointed by the Turk- 
ish Government, two representatives ap- 
pointed jointly by His Majesty’s Government 
and the Government of Iraq, and a president, 
who shall be a Swiss national, to be nomi- 
nated by the President of the Swiss Confed- 
eration, if he is willing to do so. 

The commission shall meet as soon as pos- 
sible, and in any case within six months from 
the coming into force of the present Treaty. 

The decisions of the commission shall be 
taken by a majority and shall be binding on 
all the High Contracting Parties. 

The boundary commission shall endeavor 
in all cases to follow as nearly as may be 
possible the definitions given in the present 
Treaty. 

The expenses of the commission shall be 
divided equally between Turkey and Iraq. 

The States concerned undertake to give 
assistance to the boundary commission, either 
directly or through local authorities, in every- 
thing that concerns the accommodation, labor, 
materials (sign posts, boundary marks) 
necessary for the accomplishment of its task. 

They undertake further to safeguard the 
trigonometrical points, signs, posts or frontier 
marks erected by the commission. 

The boundary marks shall be placed so as 
to be visible from each other. They shall be 
numbered, and their position and their num- 
ber shall be noted on a cartographic docu- 
ment. 

The definite record of the boundary laid 
down, and the maps and documents attached 
thereto shall be made out in triplicate, of 
which two copies shall be forwarded to the 
Governments of the two interested States, 
and the third to the Government of the 
French Republic, in order that authentic 
copies may be delivered to the Powers signa- 
tory of the Treaty of Lausanne. 


ARTICLE 4. 


The nationality of the inhabitants of the 
territories ceded to Iraq in virtue of the pro- 
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visions of article 1 is regulated by articles 30. 
36 of the Treaty of Lausanne. The High 
Contracting Parties agree that the right of 
option provided for in articles 31, 32 and 34 
of the said Treaty may be exercised during a 
period of 12 months from the coming into 
force of the present Treaty. 

Turkey reserves nevertheless her liberty of 
action in so far as concerns the recognition 
of the option of such of the above-mentioned 
inhabitants as may opt for Turkish nation- 
ality. 


ARTICLE 5 


Each of the High Contracting Parties ac- 
cepts as definite and inviolable the frontier 
line fixed by article 1 and undertakes to 
make no attempt to alter it. 


CHAPTER II 
Neighborly Relations 
ARTICLE 6 


The High Contracting Parties undertake 
reciprocally to oppose by all means in their 
power any preparations made by one or more 
armed individuals with the object of commit- 
ting acts of pillage or brigandage in the 
neighboring frontier zone and to prevent 
them from crossing the frontier. 


ARTICLE 7 


Whenever the competent authorities desig- 
nated in article 11 learn that preparations 
are being made by one or more armed indi- 
viduals with the object of committing acts of 
pillage or brigandage in the neighboring fron- 
tier zone they shall reciprocally inform each 
other without delay. 


ARTICLE 8 


The competent authorities designated in 
article 11 shall reciprocally inform each other 
as quickly as possible of any act of pillage 
or brigandage which may have been perpe- 
trated on their territory. The authorities of 
the party receiving the notice shall make 
every effort in their power to prevent the 
authors of such acts from crossing the fron- 
tier. 


ARTICIE 9 


In the event of one or more armed indi- 
viduals, guilty of a crime or misdemeanor 
in the neighboring frontier zone, succeeding 
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in taking refuge in the other frontier zone, 
the authorities of the latter zone are bound 
to arrest such individuals in order to deliver 
them, in conformity with the law, to the au- 
thorities of the other party whose nationals 
they are, together with their booty and their 
arms. 
ARTICLE 10 


The frontier zone to which this chapter of 
the present Treaty shall apply is the whole 
of the frontier which separates Turkey from 
Iraq and a zone 75 kilometers in width on 
each side of that frontier. 


ARTICLE 11 


The competent authorities to whom the 
execution of this chapter of the Treaty is 
entrusted are the following: 

For the organization of general co-opera- 
tion and responsibility for the measures to be 
taken: 

On the Turkish side: the military com- 
mandant of the frontier; 

On the Iraq side: the mutessarifs of Mosul 
and of Arbil. 

For the exchange of local information and 
urgent communications : 

On the Turkish side: the authorities ap- 
pointed with the consent of the Valis; 

On the Iraq side: the kaimakams of Zakho, 
Amadia, Zibar, and Rowanduz. 

The Turkish and Iraq governments may, 
for administrative reasons, modify the list of 
their competent authorities, giving notice of 
such modification either through the perma- 
nent frontier commission provided for in 
article 13 or through the diplomatic channel. 


ARTICLE 12 


The Turkish and Iraq authorities shall re- 
frain from all correspondence of an official 
or political nature with the chiefs, sheikhs, 
or other members of tribes which are na- 
tionals of the other State and which are 
actually in the territory of that State. 

They shall not permit in the frontier zone 
any organization for propaganda or meeting 
directed against either State. 


ARTICLE 13 


In order to facilitate the execution of the 
provisions of the present chapter of this 
Treaty, and, in general, the maintenance of 
g00d neighborly relations on the frontier, 
there shall be set up a permanent Frontier 
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Commission composed of an equal number of 
officials appointed from time to time for this 
purpose by the Turkish and Iraq govern- 
ments, respectively. This commission shall 
meet at least once every six months, or 
oftener if circumstances require it. 

It shall be the duty of this commission, 
which shall meet alternately in Turkey and 
in Iraq, to endeavor to settle amicably all 
questions concerning the execution of the 
provisions of this chapter of the Treaty, and 
any other frontier question on which an 
agreement shall not have been reached be- 
tween the local frontier officials concerned. 

The commission shall meet for the first 
time at Zakho within two months from the 
coming into force of the present Treaty. 


CHAPTER III 
General Provisions 
ARTICLE 14 


With the object of enlarging the field of 
common interests between the two countries, 
the Iraq Government shall pay to the Turk- 
ish Government for a period of twenty-five 
years from the coming into force of the pres- 
ent Treaty 10 per cent on all royalties which 
it shall receive: 

(a) from the Turkish Petroleum Com- 
pany under article 10 of its concession of the 
14th March, 1925; 

(b) from such companies or persons as 
may exploit oil under the provisions of ar- 
ticle 6 of the above-mentioned concession ; 

(c) from such subsidiary companies as 
may be constituted under the provisions of 
article 33 of the above-mentioned concession. 


ARTICLE 15 


The Turkish and Iraq governments agree 
to enter into negotiations as soon as possible 
for the purpose of concluding an extradition 
treaty in accordance with the usages pre- 
vailing among friendly States. 


ARTICLE 16 


The Iraq Government undertakes not to 
disturb or molest any persons established on 
its territory on account of their political 
opinions or conduct in favor of Turkey up 
to the time of the signature of the present 
Treaty, and to grant them full and cemplete 
amnesty. 

All sentences pronounced under the above 
heading shall be annulled, and all proceed- 
ings already instituted shall be stayed. 














ARTICLE 17 


The present Treaty shall come into force 
on the date of exchange of ratifications. 

Chapter II of the present Treaty shall re- 
main in force for a period of ten years from 
the date of the coming into force of the pres- 
ent Treaty. 

After the termination of a period of two 
years from the coming into force of the pres- 
ent Treaty each of the Contracting Parties 
shall have the right to denounce this chap- 
ter in so far as its provisions concern that 
party, the denunciation taking effect one year 
after the date on which notice thereof shall 
have been given. 


ARTICLE 18 

The present Treaty shall be ratified by 
each of the High Contracting Parties, and 
the ratifications shall be exchanged at An- 
gora as soon as possible. Certified copies of 
the Treaty shall be communicated to each of 
the States signatory of the Treaties of Lau- 
sanne. 


MANIFESTO OF THE BRITISH 
TRADE UNIONS COUNCIL 
Note.—Following is the text of the Declara- 
tion issued by the British Trades Union 

Congress General Council on the subject of 
the general industrial situation resulting 
from the general strike. The Declaration 
is dated July 2, and is signed by Mr. Ar- 
thur Pugh, chairman, and Mr. Walter M. 
Citrine, acting secretary of the council. 
The General Council of the Trades Union 
Congress has maintained a deliberate silence 
with regard to its policy in the national 
stoppage pending an opportunity to submit 
its case in justification of that policy to a 
meeting of the executives of the trade unions 
under whose authority the council acted. 
While maintaining that attitude, the deter- 
mined attacks which the government and the 
employers continue to make upon the trade 
union movement, along with the serious at- 
tempt they are making to reduce the work- 
’ standards of life, make it necessary for 
the General Council to state its position re- 
garding recent developments. The govern- 
ment did not scruple to distort the record of 
the negotiations leading up to the general 
stoppage, to misrepresent its purpose and the 
motives for its termination. They have con- 
tinued this policy in order to further their 
reactionary plans. 


ers 
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In view of the fact that the mining dis- 
pute continues, that the government is using 
its majority in the House of Commons to 
enforce legislation to increase working hours 
and that some of its principal spokesmen 
have indicated an anti-trade union policy on 
the part of the government, the Council has 
decided that the attention of the movement 
should be concentrated upon resistance to the 
government’s proposals. These involve a re- 
version to the eight-hour day and drastic re- 
ductions of wages, mark a lamentable and 
shameful acceptance by the government of 
the mine owners’ policy, and represent a 
complete departure from the understanding 
upon which the General Council felt justified 
in bringing the stoppage to an end. By their 
present policy it appears to be the settled 
intention of the government and the employ- 
ers to starve the miners into subjection. 
During the general stoppage the Prime Min- 
ister declared that when it was terminated 
he would use every effort to secure a fair 
settlement of the mining problem. In the 
message broadcast by wireless in the midst 
of the strike, Mr. Baldwin said: 


I wish to make it as clear as I can that the 
government is not fighting to lower the 
standards of the miners or any other section 
of the workers. That suggestion is being 
spread abroad. It is not true. I do not be- 
lieve that any honest person can doubt that 
my whole desire is to maintain the standard 
of living of every worker, and that I am 
ready to press the employers to make sacri- 
fices to this end consistent with keeping the 
industry itself in order. 


The proposals of the government belie the 
Prime Minister's declaration. Not only are 
they seeking to enforce by legislation the 
mine-owners’ policy of increased hours and 
reduced wages in the mining industry, but 
pressure is being brought to bear upon the 
boards of guardians to curtail relief even to 
the women and children. Attempts have been 
made by scaremongering and misrepresenta- 
tions to prevent relief coming from other 
countries, and it would appear that a policy 
is being pursued to surround the mining com- 
munity with a cordon of famine and despair. 
The government has been false to its obliga- 
tions to the Washington Hours Convention, 
and if it succeeds in its effort to enforce 
longer hours in the mining industry, this 
will tend to stimulate the attempts that have 
already been made to lengthen hours in other 
industries, both nationally and _  interna- 





























3 











Tr 


Bs “Li 





06 5 






































1926 INTERNATIONAL DOCUMENTS 507 


tionally. This attack upon hours is, above 
everything else, an attack upon the standards 
of the trade union movement. 

The labor movement must offer the most 
determined resistance to this policy. The 
reactionary forces behind the government be- 
lieve that the trade union movement has had 
a set-back, and that it is a favorable moment 
for their attack. The renewal of the attack 
upon Russia is definite evidence of the 
growth of reaction in the government. The 
General Council warns the government and 
the country that the policy now being pur- 
sued is calculated to provoke a conflict the 
end of which cannot be foreseen. The trade 
union movement is not broken, nor is its ca- 
pacity for resistance diminished. In all es- 
sentials its solidarity is greater; it is more 
conscious and purposeful as the result of the 
greatest strike in its history. The Council 
is confident that it can rely upon the loyalty 
and devotion of the rank and file so splen- 
didly demonstrated during the national stop- 
page to avoid internal dissentions, to unify 
our forces, to develop and strengthen our 
organization. Complete unity and the use 
of all our resources are necessary to deal 
with the present situation. The fullest efforts 
must be made for sustained financial aid for 
the miners and all workers victimized or im- 
prisoned in the struggle. Trades councils 
and relief committees should develop the pro- 
vision of assistance to the women and chil- 
dren, and the utmost influence brought to 
bear upon the local authorities to ensure the 
free granting of adequate relief. 

Pressure must also be exerted upon mem- 
bers of Parliament to oppose the govern- 
ment’s anti-trade union policy, and to create 
public support for the constructive solution 
of the mining problem embodied in the pro- 
posals of the labor movement. The Council 
proposes at the most opportune moment to 
organize a national campaign for the pur- 
pose of building up the trade unions and 
securing for them 100 per cent and develop- 
ing local activity through the trades councils. 
Meanwhile every effort should be made— 

(a) To organize opposition to the reac- 
tionary and anti-trade union policy of the 
government ; 

(b) Deal with cases of victimization and 
unjust police persecution ; and 
a (c) Create public support for the construc- 
tive solution of the mining problem em- 


bodied in the labor movement’s own pro- 
posals. 


The Council calls upon every trade union- 


ist, every worker, to assist in this movement. 
It calls upon the trades councils to work in 
their districts with the same care and the 
same enthusiasm as they organized during 
the national strike. Let the opponents of our 
movement see that we are as united and as 
determined as ever. The General Council 
welcomes helpful criticism, but malicious and 
disruptive attacks play the enemy's game. 
Do not let us divide our ranks and weaken 
our forces in the present struggle. 

The General Council appeals for the full- 
est financial support from its affiliated unions 
and the general public to its fund for the 
assistance of the miners and their children 
and for all victimized workers and for re- 
sisting the attacks on the trade unions and 
trade union standards. All moneys must be 
sent to the secretary, Trades Union Congress 
Relief Fund, 32, Eccleston-square, London, 
S. W. 1. 


News in Brief 





THE BoLivAR COMMEMORATIVE CONFERENCE, 
which opened in Panama on June 18, ap- 
proved on June 25 a resolution providing for 
the formation of a League of American Na- 
tions. This League shall be one which, “ac- 
cording to the modern conception of inter- 
national law and upon the basis of the jurid- 
ical equality of nations, shall carry out the 
ideals of union and justice which inspired the 
holding of the First Conference of Panama, 
called by Bolivar in 1826.” The delegates of 
the United States to the Panama Conference 
refrained from voting upon the above reso- 
lution on the ground that they had no in- 
structions from their government to vote on 
matters pertaining to political organization. 


THE GOVERNMENTS OF SPAIN AND COLOMBIA 
have come to a general agreement favorable 
to the granting by Spain to Colombia of a 
loan of 100,000,000 pesetas. The proceeds will 
be expended in the construction of highways 
and railroads, under the direction of Spanish 
engineers, using Spanish machinery and ma- 
terials. This is the first government loan 
made by Spain to a Latin-American republic. 
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ReEporTS FROM SANTIAGO indicate that nego- 
tiations are being carried on there through 
representatives of Bolivia for a settlement of 
an old dispute through the cession of the 
provinces in question to Bolivia for a pecuni- 
ary consideration. 


A REMARKABLE TRIBUTE WAS PAID by the 
Hungarian Chamber of Deputies to Jeremiah 
Smith, Jr., when he relinquished his post as 
Commissioner for Hungary. A _ resolution 
of thanks, unanimously adopted, contained 
the following words: 

“Son of a nation glorious and rich,” said 
President Scitovsky, “Mr. Smith assumed a 
delicate task, replete with responsibilities, in 
a country poor and mutilated. He accom- 
plished a task, which is often unpopular, 
not only with impartiality, but with full ap- 
preciation of the soul of the Hungarian na- 
tion.” 


THE ECONOMIC POSITION OF HunGarY at the 
end of 1925 was, in the opinion of the Nat- 
ional Bank of Hungary, near a sound foot- 
ing, according to a report recently made pub- 
lic by the Federal Reserve Board of the 
United States. The League of Nations, 
therefore, will appoint no successor to the 
retiring Commissioner General, Jeremiah 
Smith, Jr. Jeremiah Smith, the American 
lawyer, who recently completed his work of 
reorganizing Hungary’s finances, presented 
his salary of $100,000 for his two years’ work 
to the Hungarian people. He told Premier 
Bethlen that the friendship and appreciation 
of the Hungarian people were all that he 
wished for his services. 


AT A RECENT CONFERENCE OF THE LITTLE 
ENTENTE, Mr. Ninchich announced that rela- 
tions between Jugoslavia and Greece were 
amicable. On the important question of 
transit from Serbia to the sea via Salonika, 
an agreement on fundamentals has been 
reached, only the technical side remaining to 
be settled. 


AT A RECENT MEETING OF THE COUNCIL of 
the International Chamber of Commerce, 
upon which the United States is represented, 
it was decided to call the attention of all 
governments to the dangerous economic con- 
dition in Europe. The present condition is, 
in the opinion of the Council, due principally 
to the War. Among other things it recom- 


mends abolition or modification of trade bar- 








OF PEACE August 
riers and stabilization of currencies. The 
situation is acute and remedies should be 
immediate, is the opinion of the Council. 


A CONGRESS OF SETTLEMENT WORKERS from 
all parts of the world was held in Paris 
June 30 to July 5. One of the chief questions 
to be taken up is the establishment of an 
international clearing-house for the quick ex- 
change of new ideas in settlement work, so 
that the whole world can profit by them at 
once. America now leads the world in settle- 
ment work, with 500 active centers and eighty 
schools of music. 


THE INTER-AMERICAN WOMEN’S CONGRESS, 
meeting in Panama in June, approved a reso- 
lution to send a fraternal message to all 
women of America, requesting their influence 
in their respective countries to obtaining fra- 
ternity among the nations of America until 
the desired universal peace is reached. 


THE Passport CONFERENCE HELD IN GENEVA 
in May produced at least two useful sug- 
gestions for improvement of the visa nuis- 
ance. One was that no nation should at- 
tempt to profit financially out of visas; 
another, that a visa should be good for two 
years. 


THE EXxuHisiT or Krupp, the German gun 
manufacturer, to the Leipzig spring fair, 
while as large as in 1914, was of very differ- 
ent character. It consisted this year of tex- 
tile motors, cash registers, cinema projectors, 
steam boilers, metal packings, heating plates, 
steam ovens, and Diesel engines. 


A STAINED-GLASS WINDOW has been pre- 
sented to Westminster Abbey by James W. 
Gerard, formerly American Ambassador to 
Germany. The window is a memorial to 
British war prisoners. In his message, read 
at the dedication, Mr. Gerard said, “Let us 
forget the bitterness of those days and work 
together—British, German, and American— 
for a saner, better, and more kindly world.” 


THE First INTERNATIONAL MOTION PICTURE 
Conecress is to meet in Paris, September 27 
to October 3, 1926. Its purpose is to gather 
data on the cinema industry from the social, 
political, economic, educational, artistic, and 
technical standpoints. The League of Na- 
tions has named E. L. Bernays commissioner 
for the United States. Mr. Bernays will ap- 
point delegates to the congress. 






































1926 


TwO MILLION FEET OF MOTION-PICTURE FILM 
of American troops in the World War are 
now available for commercial motion-picture 
houses, providing they are shown in accord- 
ance with the conditions laid down by the 
Department of War. They constitute the en- 
tire collection made by the Signal Corps of 
the Army before, during, and immediately 
after the war. Not more than 10,000 feet of 
these films have ever been seen by the public. 
Under the Creel Committee on Public In- 
formation there was careful censorship of 
the pictures shown. All censorship is now 
lifted. The War Department stipulates that 
the films shall not be used for any propa- 
ganda purposes through changing of titles 
nor for any other purpose than to depict the 
historical or graphic events for which they 
were originally intended. 


A WORLD-POWER CONFERENCE will be held in 
Basle, Switzerland, August 31 to September 
12. During this time eminent engineers will 
consider the reconciling of inland navigation 
interests with extended use of lakes and 
rivers for the development of electric power. 
From July 1 to September 15 there will also 
be at Basle an international exhibition for 
inland navigation and the utilization of 
hydraulic power. 


THE GOVERNMENT OF Soviet Russia intends 
to enlarge the great Trans-Siberian Railway 
system, now longer than any single line in 
the United States, so that it will feed a 
greater area and link up a number of im- 
portant points. The total mileage will be in- 
creased to more than 6,210 miles and be 
completed within ten years. Lines will tap 
the grain regions of Siberia and will tend to 
lower rates to ports on the Black Sea. Im- 
portant coal regions and gold fields will be 
connected also with the main system. 


TWO NEW AIR LINES will be operated this 
summer by the Netherlands Royal Air Com- 
pany. They will be daily, eight-hour trips, 
with time in each case for lunch at Amster- 
dam. One trip will be a Paris-Amsterdam- 
Malmo line, the other London-Amsterdam- 
Malmo. In Malmo connections will be made 
with the night express for Stockholm. 


Pror. Aucustus O. THomas, president of 
the World Federation of Education Associa- 
tions, spoke before the National Education 
Association in Philadelphia in June. 
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Asserting that the hope of world peace is 
in childhood, sincere and unprejudiced, Pro- 
fessor Thomas added: “Education is the dy- 
namic power which governs the trend of 
civilization. It will prevent disaster if prop- 
erly administered. It can build up a love of 
mankind, a universal brotherhood, without 
doing violence to love of country. While we 
all are in favor of the development of an in- 
tense patriotism as a national defense, hu- 
manitarianism is a greater virtue.” 


PLANS FOR THE MEETING of the World 
Federation of Education Associations, which 
is to take place next year in Toronto, are 
well under way. One of the points to be 
stressed is the teaching of children every- 
where the virtues of children of other lands. 


THE CHILDREN’S BUREAU OF THE DEPART- 
MENT OF LasBor has recently issued a brief 
statistical summary showing what was ac- 
complished by the Bureau during the year 
ending June 30, 1925, under the Maternity 
and Infancy act. It reports the establish- 
ment of 506 new permanent child health cen- 
ters. More than 31,000 mothers attended 
mothers’ classes, and 1,300 little mothers’ 
classes were held. The Bureau also an- 
nounces the production of three motion-pic- 
ture films, entitled “Our Children,” “Well- 
born,” and “Posture.” These films will be 
loaned free to responsible persons on con- 
dition that the borrower pays expressage 
both ways and agrees to be responsible for 
their return in good order. 


THE UNITED STATES DEPARTMENT OF LABOR 
has published a pamphlet showing the diffi- 
culty for the poor man in obtaining justice 
because of legal delays, costs, and the neces- 
sity of employing lawyers. Ex-President Taft, 
in the introduction, pleads for public defend- 
ers so that the poor may have equal pro- 
tection of the laws. In Texas alone 493 
claims were made to the Bureau of Labor 
Statistics for wages aggregating $200,000 un- 
paid by employers, most of which were never 
collected. 


“THe Jirsuco No Hawam,” a Japanese 
monthly magazine published in Hawaii, will 
celebrate its fifteenth anniversary in August 
with a peace number. This issue will run to 
500 pages and will be printed in both Japa- 
nese and English. 
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THE GREEK GOVERNMENT has made arrange- 
ments with a New York firm of engineers for 
the draining and reclaiming of 300 square 
miles in the plains of Macedonia. When 
freed from malaria, this district will accom- 
modate 25,000 families of Greek refugees 
from Asia Minor. 


FIpAc, A FEDERATION OF WAR VETERANS of 
nine nations, with a membership of about 
10,000,000 veterans of the World War and 
their families, is this year devoting a large 
part of its attention to international educa- 
tion as a means to closer understanding and 
peace between nations. Its next congress will 
be held in Paris in 1927. 


A PRIZE ESSAY CONTEST has been announced 
for the public schools of the Territory of 
Hawaii and recommended to all communi- 
ties in Pacific lands for adoption. The speci- 
fied subjects are as follows: For the 7th and 
8th grades, “What My Class Can Do to Pro- 
mote Peace”; Grades 9 and 10, “The Pan 
Pacific Union: Its Possibilities in Promoting 
World Peace”; Grades 11 and 12, “Hawaii’s 
Unique Part in Promoting World Peace.” 


IN CO-OPERATION with the Council on Inter- 
national Relations, cosmopolitan clubs are 
springing up rapidly throughout California 
schools and colleges. These clubs are asso- 
ciations of youth who study and advocate 
international understanding, co-operation, 
and peace. 


BOOK REVIEWS 


THE ORIGIN OF THE NExT War. By John 
Bakeless. Pp. 318. Viking Press, New 


York, 1926. 


“It is an astonishing fact that wars are 
still possible after the terrible lessons of 
1914-1918 and after the years since the armis- 
tice, in which it has been hard to tell whether 
victor or vanquished face the more distressing 
problems.” So says Mr. Bakeless as he goes 
on to show how wars are caused by matters 
deeper than man’s repugnance of war. 

The forces which really caused the last 
war, and which, he believes, are still at work, 


Price, $2.50. 
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are to be found in the tensions of the mod- 
These tensions have relation to 
population and expansion ; the Mediterranean 
and similar areas; access to the sea; irre- 
dentism and adjustments around the Pacific 
Ocean. 

In the discussion of these tensions he shows 


ern world. 


how in certain conditions wars have “missed 
fire.’ It was inevitable that at last the time 
came when the explosion took place. The 
spark and the magazine are still here, and 
he believes that unless we take drastic meas- 
ures another war is sure. With something 
like grim humor, Mr. Bakeless runs over the 
economic and national problems now prevail- 
ing, and surveys the probable tactics and 
weapons of a war ten to thirty years hence. 

It is a disquieting picture. 

Strange to say, he makes no sort of men- 
tion of the League of Nations, of the World 
Court, nor does he refer to any of the many 
efforts at co-operation, the international soci- 
eties and organizations which look to mutual 
understanding and a gradual lessening of ten- 
sions. 

Yet he admits that the strange thing is, 
that though the forces which he has been 
analyzing are drawing us down the road to 
disaster and our feet are all set upon that 
road, we go reluctantly. 

Mr Bakeless grasps political and economic 
currents of the modern world easily; he 
writes with velocity and spontaneity. Yet to 
the solution of this matter, so vital and so 
complex, he devotes but two brief paragraphs, 
the last two of the book. We might save the 
day, he thinks, by spreading among the peo- 
ple a knowledge of the deep causes of war 
and by suppressing the peace-at-any-price 
people, whose emotionalism interferes with 
mental effort. “Intelligence and good will 
would rid us of most of our difficulties,” 
though he does not say how, and unfortu- 
nately intelligence and good will are “not 
qualities likely to play a large part in our 
planet for some centuries to come.” 

The book is to be commended for its swift 
and able analysis of world conditions and 
their dangers. For remedies which are really 
hopeful, however, one must look to those pa- 
tient, judicious workers, multiplied many- 


fold since the war, those who build in the 
realm of education, arbitration, international 
organizations of various sorts, and particu- 
larly those who work for international jus- 
tice. 
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INTERNATIONAL ECONOMIC PROBLEMS. By 
William Smith Culbertson. Pp. 575. D. 
Appleton & Co., New York, 1925. Price, 
$3.00. 


Future success in diplomacy will doubtless 
depend, as Mr. Culbertson asserts, more and 
more upon a grasp of the political significance 
of economic facts and tendencies. 

Therefore this well-written and _histori- 
eally-based study of economic relations be- 
tween nations is appropriate. It is also in- 
teresting. 

After an introductory chapter on the back- 
ground of the modern world, the author takes 
up the topics of commercial treaties, tariff 
bargaining, the closed and open door, and 
foreign loans and investments. Other finan- 
cial and commercial operations of the State 
come in for attention as well. 

The final chapter, headed “Conferences,” 
is one not to be lightly skimmed. Mr. Cul- 
bertson advocates international law codifica- 
tion “through conferences and subsequent 
ratification,” and recognizes the nation as the 
basic unit of our civilization. 

The author’s identification with the United 
States Tariff Commission and the studies he 
has made for previous books and articles give 
him considerable authority on economic prob- 
lems. He is now United States Minister to 
Rumania. 


THE PRosLEM OF INTERNATIONAL SANCTIONS. 
sy D. Mitrany. Pp. 88. Oxford University 
Press, 1925. 

The word “sanction,” which, till recently, 
has meant, in English, merely approval, is 
how used, internationally, in the French 
sense. By this usage it signifies “a constraint 
or coercive measure, which prevents or pun- 
ishes violation and insures execution.” 

Thus the subject of Mr. Mitrany’s book 
Stands squarely on his definition of sanction 
as “international penalties.” It is a principle 
which he says has been accepted from the 
very first without discussion. The nature of 
sanctions, on the contrary, he admits to be 
4 matter of violent disagreement. 

Statesmen, naturally and by their office, 
are obliged to seek first the safety of their 
own nations, no matter how internationally 
minded the statesmen themselves may be. 

This admitted, he proceeds to an exposi- 
tion of the idea of sanctions in the Covenant 
of the League and in the Geneva protocol. 
He sees that many nations dislike altogether 
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the military obligation in the new interna- 
tional system, and, because the Covenant is 
indefinite regarding them, prefer to go no 
further; to “let sleeping dogs lie.” There- 
fore the Geneva protocol, which was very 
definite as to sanctions, failed. 

But the admission of demilitarized Ger- 
many to the League of Nations will inevi- 
tably bring the matter to the surface again. 

It does not seem to this British author that 
it is desirable to make military 
obligatory at present. Therefore the problem 
is to find some other basis upon which in 
ternational solidarity may be expected. 

To the American reader this would seem 
to point to the rewriting or at least re- 
defining of parts of the League Covenant 
in terms of equity rather than force. 

The fourth and final chapter considers the 
problem of sanctions as related to American 
policy. The economic weapon is the one Mr. 
Mitrany considers the most conformable with 
western development. If America had a 
clear policy here, he believes the peace of 


sanctions 


Europe might be secured. 

His suggestion is that the United States 
commit herself beforehand not to help, in 
any way, a country which, to her satisfac- 
tion, has been found guilty of aggressive acts. 
That would at least clear the air and would 
not prevent the operations of the League to- 
ward European peace. A presidential state- 
ment, in a message to Congress or in some 
other public way, would, thinks Mr. Mitrany, 


be sufficient, even though some future ad- 
ministration were free to reverse it. Such 


a statement of negative policy is, to his 
mind, the minimum contribution for the 
United States to make to European peace. 


INTERNATIONAL YEAR BOooK FOR 
Dodd, Mead & Co., 1926. 


THe NEw 
1925. Pp. 


ao 


fin. 


The annual publication of these Year 
Books serves to keep the International En- 
cyclopedia up to date. The book of this 
year is fully up to standard. 

Persons interested in the of the 
work done by the American Peace Society 
will find the best report under “Internation- 
alism,” that column devoted to the Inter- 
parliamentary Union. The conference of this 
international society, held in Washington last 
October, was directed by the Secretary of 
the American Peace Society, and for some ten 
months the arduous work of preparation was 
carried on in the Society’s offices. 


record 
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International topics and social reform 
measures are particularly well reported in 
this year’s book. The special emphasis in 
the maps and corresponding articles this 
time seems to be South America and the re- 
publics there located. 


THE CONFESSIONS OF A REFORMER. By Fred- 
erick OC. Howe. Pp. 352. Charles Scrib- 
ner’s Sons, New York, 1925. Price, $3.00. 


Under this courageous title, branding him- 
self at the outset as one of an unloved group, 
the author traces his course from the eco- 
nomic and social theories current in his boy- 
hood home to a disillusioned but obstinately 
hopeful liberalism. 

He records his strenuous and ardent ef- 
forts to cleanse city and State politics of cor- 
ruption. All the way along he found it neces- 
sary to scrap one text-book idea of govern- 
ment after another. Failure and mistakes, 
misjudgments, and readjustment continually 
followed his course. 

Incidentally Mr. Howe gives interesting 
snap-shots of well-known public men with or 
against whom he worked. 

His final disillusionment he met in Paris 
with Mr. Wilson in 1919. There he found 
that the Americans “were amateurs, ama- 
teurs seeking to right the world by moralistic 
appeals Our motives were honest, 

but Europe only smiled at our 
naiveté.” 

The President himself, the author’s one- 
time hero, was the last of his ideals to crum- 
ble and to be reappraised. He saw Mr. Wil- 
son at last, a man still great as an inspirer 
of his own people, but one who could not deal 
with realities—one who finally failed be- 
cause he could not face failure, and there- 
fore sacrificed principles—because, too, he 
could not bear criticism or advice. 


The most interesting and thought-provok- 
ing element in the book is the conduct of an 
honest man’s mind as he meets the graft, 
injustice, and greed in much of our political 
life. He is frank to cruelty, but never bitter. 
He has no solution. He concludes with this, 
“I have more to learn than the time that is 
left suffices for. Yet I realize that only a 
beginning is possible to any man.” 
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VirciIn Spain. By Waldo Frank. Pp. 301, 
Boni & Liveright, New York, 1926. Price, 
$3.00. 


The writer of these word pictures has not 7 
outgrown the habit of “fine writing.” It is 
rhetorical prose which flows like a stream, 
One is dominated by the murmur thereof; 
rhythm fills the ear so that the thought ig” 
hard to catch. 

Yet the little essays are colorful pictures 
of the south, of the many races which are 
welded together to make Spain. The very 
misticism of the atmosphere has its appropri-~ 
ateness ad charm. From the Moors of the 
south to the Basques of the north, from the” 
old legends and stories to the life of today, 
Spain is presented, not entire, but in little j 
thumbnail sketches. 

It is a book to read in snatches and to | 
dream over, not to read through at a sitting, | 


Banzal (HurkAH). By John Paris. Pp. 313.7 
Boni & Liveright, New York, 1926. Price,” 
$2.50. 


The engaging rascal, on whose life story” 
are strung the episodes of this book, is dis) 
tinctly drawn down to the moment when he” 
disappears with his benefactor’s oriental) 
curios and the story ends. 

The volume is not put out as a novel” 
Rather, it is the transcription, by an author” 
thoroughly familiar with Japan, of the rem 
niscences of a demobilized Japanese, who had ~ 
been an aviator in the British army. There 
are obvious embroideries and additions, all~ 
along, contributed by Mr. Paris himself= 7 
helps to the understanding of Japanese com u 
ditions. a 

As in his two novels previously published, 
Mr. Paris, though evidently a lover of Japan, 
strips off the romance with which westerners 
are wont to clothe her. ie 

By means of these experiences of a bright ~ 
restless, unguided youth through family after 
family of the lower middle classes in Jap 
we are shown, with a coolness and lack 
condemnation, which is brutal or scientif 
as one chooses, human and moral conditie 
that would be scandals in the occident. 

Surely not all of Japan, nor even the be 
of it, is here chronicled; but for the chosel 
cross-section of it, the book is definitely com 
vincing. 4 





